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CORRIGENDA AND ERRATA. 



p.XI, 1. 4. Iw- (1897-1899) r«Ki (1897-1900). 

p. 19, 1. 6, For avowdly read avowedly. 

p. 20, 1. 24. For 7-yen read 1-yen. 

p. 86, Table XI. For @ read per. 

p. 87, Among figures for 1878, For 4,601,825. read 4,001,326. 

p. 41, 11. 24, 26. Fm- No. XIV read No. XXIV. 

p. 45, II. 29, 80. For coiijestion, conjcstod read congestion, congested. 

p. 46, 1. 6. Jbr twenty-seven j-tfflki twenty nine; ihidA,2\, ^arl8tli 

century read 17th century, 
p. 55, 1. 11. J^o»' house read home, 
p. 57, 1. 21. p. 62, 11. 14, 84, 86. p. 64. 1. 83. p. 86, 1. 31. p. 87, 1. 28, 

and p. 88. 1. 21. For millions read million, 
p. 78, 1. 5. F(/r 4th year of Meiji (1872) read 6th year of Meiji (1878). 
p. 74, last line. For five read firm, 
p. 81, 1. 85. For on read out. 
p. 89, 1. 8. F(yr 6,480,000 read 64,800,000. 
p. 89, 1. 8. For 8,525,444.84 read 8,525,444.084. 
p. 90, 1. 10. For May read March, 
p. 92, 1. 7. For Art. II read Art. XII. 
p. 94, 1. 16. Jbr Art. VI read Art. IV. 
p. 104, n. 2. For September 1887 read Septeml>er 1897. 
p. 106, Table XXIII Among figures for 1878, For 60,446,288.092 ?-6a(/ 

60,446,288.892. 
p. 107, 1. 18. F(/r 15th read I6th. 
p. 109, 11. 20, 28. For accomodated, accomodation, re<id accommodated, 

accommodation, 
p. 112, last line. For 1873 (6th year of Meiji) read 1875 (8th year of Meiji). 
p. 144, last line. For 11 rin read 1.1 rin. 
p. 240, 1. 89. After houses omit comma, 
p. 251, 1. 4. After would be supply further, 
p. 819, 1. 21. After followed supply in. 
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Departmext of Finance 
May 18th, 32nd year of Merjl (1899) 

To His Excellency, Marquis Yamagata Aritomo 

//. /. J, iVs Minister President of State 

Your Excellency ; I have the honour to present to Your 
Excellency herewith a report on the particulars relating to the 
accomplishment of the monetary reform recently unclert^iken 
by the Government. To establish gold monometallism in 
place of a de facto silver standard is indeed a thorough-going 
change, and the influence of that change on the future economy 
and finance of the country will doubtless be great and far- 
reaching. The Coinage Law (Law No. XVI of the 30th year 
o^Meiji) which brought about this great change went into opera- 
tion on the 1st day of October, 1897 ; while at the same time the 
Government began tlie process of exchanging and withdrawing 
from circulation l-yen silver coins, which process was closed 
on July 31st of 1898. The disposal of the silver yen thus 
withdrawn from circulation was also completed in December 
of the latter vear. 

The coinage system in vogue at the time of the Restoration 
(18G8) was based on the system that was first established in the 
6th year of Keicho (1600 a. d.), and since that time, for more 
than two hundred and sixty years, no change had ever been 
introduced into the system. Yet owing to growing financial 
distress, the Shogxtnate Government frequently resorted to 
recoinage as its invariable relief measure, which in every case, 
excepting the solitary case of Kioho time (1715 a. d. — 1734 a. 
D.) brought out coins of lighter weight and poorer quality. 
The coinage system was thus, though nominally kept intact, 
practically destroyed in the end through successive debasement. 
Besides, some of the Daimios (feudal princes) often took the 
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liberty of secretly coining money, while the practice of issuing 
paper money for circulation within their separate jurisdictions 
had become well nigh universal. In a word, the currency 
system of the country at the end of the Skoffunate period was 
in a most disordered condition. 

Soon after the Restoration, the Imperial Government saw 
the necessity of reorganizing the existing system of coinage on 
a sound basis, and in May, 1871 (4th year of 3Ieiji)^ the New 
Coinage Law was promulgated, which opened the way for the 
final establishment of the gold standard system. This is a fact 
that must be particularly noted in order clearly to understand 
the monetary history of modern Japan. However, the gold 
standard could not yet be thus at once established. In those 
days the universal medium of exchange in the trade of the Far 
East was the Mexican dollar, and the Government thought the 
interest of foreign trade would best be served by issuing, aside 
from the standard gold coins, the silver l-yen (or trade dollar) 
equal in size and quality to the Mexican dollar, and by making 
it legal tender only within the limits of the treaty ports. So 
the provision was made in the New Coinage Law of 1871, for 
the coinage of the silver yen to be called Boyeki ichi yen gin 
(or trade silver dollar). At the same time the disordered 
condition of finance, especially the issuing of inconvertible 
paper money, drove gold coins out of the country with enormous 
rapidity. Under these circumstances, situated as the coun- 
try was in the midst of the silver countries of the East, it was 
found impossible to maintain the gold standard. These reasons 
as well as the inconvenience of maintaining the two kinds of 
money, one for foreign and the other for home trade, led 
the Government to issue Imperial Ordinances Nos. XII and 
XIII in May, 1878 (11th year of Meiji), which made the 
trade dollar legal tender throughout the country, side by side 
with the gold coins. From this time on, the country no longer 
maintained in reality a gold standard, but a gold and silver 
bimetallic system. This change must be regarded as one 
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deviating step in the development of our monetary system. 

The Government of that time should not, however, be too 
severely judged. The expenses of the Revolutionary Wars 
were very heavy, and the financial need was most pressing. 
Almost the only resort of the Government was the issuing of 
paper money. Moreover when feudalism was abolished in 
1871 (4th year of Meiji), the Imperial Government was obliged 
to take over all the paper money which had been issued by 
different Daimios, and for the adjustment of this class of paper 
money, the Imperial Government was again obliged to issue 
further a large amount of paper currency. All these causes 
combined to raise the amount of the inconvertible paper money 
to an enormous figure. 

The credit of these notes was at first exceedingly bad. 
This was doubtless due largely to the lack of credit of the 
Imperial Government itself, but also to the fact that the 
people could not free their minds of the sad experiences of 
the losses they had incurred on account of the various in- 
convertible notes of feudal times. The new paper money 
was shunned by the people, even at a large discount, so much 
so that the Government felt compelled to take steps to reduce 
its amount by exchanging it for the Government bonds, 
bearing six per cent, interest, which w^ere issued under the 
Kinsatsu (literally gold note) Exchange Bond Regulations. 
Through these measures, as well as owing to the increase of the 
Government's credit, the hatred for paper money gradually 
wore off, the people finally even coming to prefer it because of 
the convenience of handling. 

Matters were progressing favourably when in 1877 (10th 
year of 3feiji), a rebellion broke out in the south-western 
provinces. The Government was again obliged to resort to the 
issuing of a large amount of inconvertible notes, which brought 
on an inflation and consequent depreciation in the value of 
these notes. There was also another cause for this result; 
namely, the increase after 187G of the amount of national bank 
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notes, due to increase in the number of national banks (owing 
to certain amendments in the National Bank Regulations, 
which took place through Imperial Ordinance No. CVI). 
The effect of this depreciation was felt in various direc- 
tions; for instance, prices rose rapidly, gold and silver left 
the country, the imports soon came to exceed the exports, 
the farmers contracted habits of luxury, the industrial 
classes became over-excited with vain hopes of speculation. 
Thus was brought about the great financial distress of 1880 — 
1881. That disastrous results would inevitably follow if 
inconvertible paper money wTre made the standard of value, 
might have easily been foreseen by mere common sense, but the 
measures adopted by the Government at this crisis seemed to 
show that the authorities did not grasp this simple truth. They 
regarded the difference in price between silver and paper as an 
indication, not of the depreciation of paper, but of the appre- 
ciation of silver. They attempted, therefore, to stop the rise 
of the price of silver by increasing the amount of its circula- 
tion. The Government sold silver coins, opened places for the 
exchange of Mexican dollars, and established the Yokohama 
Specie Bank in order to call forth the coins hoarded by the 
people. But the more these measures were resorted to, so 
much more rose the price of silver. The Yokohama Specie 
Bank finally became almost bankrupt, and no one knew how far 
the paper currency would go down in the scale of depreciation. 
At last, however, the true method of relieving the financial 
distress began to daw^n on the minds of the men in authority. 
From September, 1880, the Government began to take steps 
to redeem a part of the paper money in circulation. The de- 
preciation however still continued without a sign of abatement. 
It was at this crisis, in October 1881, that I received the Port- 
folio of Finance. It occurred to me as I studied the case that in 
order to effect the object in view the Government should, side 
by side with the redemption of a portion of the paper money 
in circulation, take steps to increase the specie reserve of the 



Government preparatory to the resumption of specie payment. 
Moreover, in order to put tlie country's finance on a sound 
basis and relieve the pressing distress of the time, I felt the 
need of a central bank having the sole privilege of issuing 
convertible notes. I submitted a scheme for the establishment 
of such a central bank to the consideration of my colleagues. 
In the cabinet council which followed, my suggestions were 
approved and in June, 1882, by Imperial Ordinance No. 
XXXII, the Nippon Ginko (Bank of Japan) was established. 
Two years later, in May 1884, by Imperial Ordinance No. 
XVII, the Bank of Jaj^an was empowered to issue convertible 
notes. After the necessary foundations were in this way laid, 
the Government used every means in its power to raise on 
these foundations a sound financial superstructure. The 
method of receiving and disbursing the Government revenue 
was clianged, and the strictest economy was practiced in the 
expenditures of the diflFerent departments. One half of the 
surplus obtained in this way was devoted to the redemption 
of paper money, while tlie other half was added to the specie 
reserve of the Government. Besides, after the latter part of 
1881 this reserve fund was employed for discounting foreign 
bills of exchange, with a view to encourage the export trade 
of the country, which in its turn would lead to the importa- 
tion of specie. Thus the Government took every possible 
measure, and left no stone unturned for the establishment of 
a convertible notes svstem. 

Thus took place on the one hand the gradual redemption 
of paper money, and on the other hand the increase of the specie 
reserve of the Government, so that not long after, about tlie 
close of 1885, the credit of the Government rose so much that 
the difference between the value of silver and that of paper 
almost disappeared. The opportune moment seemed now to 
have arrived to effect the substitution of the convertible notes 
for the inconvertible. The GDvernment, therefore, gave 
notice by Imperial Ordinance No. XIV of June, 1885, that 
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specie payment would be resumed after the 1st day of January, 
1886. Thus at last was overthrown the system of inconverti- 
ble paper money, together with all the evils resulting from 
that system. 

Previous to this the Government saw that the notes of 
the National Banks were also in need of adjustment, and 
through Imperial Ordinance No. XIV of May, 1883, certain 
amendments were introduced in the National Bank Regulations, 
the main point in those amendments being a method of con- 
joined redemption of the notes of all the banks. Thus the 
redemption of the bank notes began to take place, as also that 
of the Government paper money. The circulation of them 
both will cease altogether on the 31st of December, 1899. 

While the evils of inconvertible paper currency were thus 
swept away, on the otlier hand however one eflfect of all these 
reforms was to make Japan a de facto silver standard country. 
This was perhaps an inevitable step the country had to take 
in arriving at hist upon a sound financial footing. The autho- 
rities knew of course that, in order to a healthy financial 
development, Japan would have to enter sooner or later the 
international economic community, and that in order to do 
this she would have to adopt a gold standard. That the 
Government pursued a policy which led to the inevitable result 
of making Japan a dc facto silver country, was owing mainly 
to the great diflficulty of at once accumulating a large gold 
reserve necessary for the establishment of gold monometallism. 
It was thought advisable, therefore, to leave the latter, as the 
second end to be aimed at, to some more favourable time. 

The first cause of the recent rapid depreciation of silver w^e 
must attribute to Germany's adoption of a gold standard in 
1873, in consequence of which she began to sell silver. Among 
other main causes may be mentioned the limitation and final 
cessation of the coining of silver in the countries of the Latin 
Union, and the discovery of the rich silver mines of North 
America. When, however, in 1893, India, the greatest silver 
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country in Asia, took steps to reorganize her currency system, 
the sudden fall in the price of silver was exceptionally notice- 
able. At that time Japan being a de facto silver country, the 
effect upon her of this sudden fall was very great. Fluctuations 
in foreign exchange now became exceedingly frequent and 
unreliable. Business men lost a constant standard of value and 
became compelled to pay constant attention to changes in the 
money market, so that foreign trade tended to become largely a 
matter of monetary speculation. It became more and more 
hopeless to expect to see the healthy growth of trade both 
home and foreign. Thus was impressed most clearly upon the 
minds of the financiers of the country the necessity of adopting 
gold as the standard coinage in Japan, that metal being least 
subjected to changes in its price, and most fitted for use as the 
medium of exchange. 

The reform so necessary w^as, however, very difficult to 
undertake. Unexj)ectedly the reception of the Chinese indem- 
nity seemed to offer the desired opportunity. Now, according 
to the terms of the Treaty of Peace, Japan was to receive her 
indemnity in Kiiping Taels. It occurred to me, then, that on 
account of the inconstancy in the price of silver, as well as in 
view of the possible adoption of a gold standard by our country, 
it would be greatly to our advantage to receive the payment of 
the indemnity in British, instead of Chinese money. The 
Minister President of State, Marquis Ito, acting on my sugges- 
tion, negotiated with the Chinese Authorities, which led to our 
receiving the indemnity money in pounds sterling. 

Not long after, on my appointment to fill the post of the 
Minister President of State, my efforts were immediately 
directed tow^ard making preparations for adopting the gold 
standard. In February, 1897, the bill for effecting the reform 
was drawn up. There was, however, no little opposition. Some 
said, the fall in the price of silver would rather encourage 
trade with the gold standard countries, while the adoption of a 
gold standard by Japan would tend to decrease the amount of 
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our exports to those countries. Others said, Japan, situated as 
she was in the midst of the silver countries of the East, would 
be placed in a position of much disadvantage in her trade with 
these countries if she adopted gold monometallism. Some 
others said, Japan did not j)roduce a suflScient amount of gold 
to be able to maintain permanently a gold standard system. 
Yet again others said, the silver yen exported to foreign lands 
exceeded one hundred millions, and if all these coins came back 
for exchange, as might possibly be the case, the national 
treasury would have to suffer an immence loss. In the midst 
of all these oppositions the Government stood firm in its pur- 
pose, and the bill was introduced into the Imperial Diet in 
March, 1897, which after being passed by the both Houses of 
the Diet, was sanctioned by the Emperor and promulgated 
as Law No. XVI on the 29th day of the same month. It 
must be looked upon as a most fortunate event, considering the 
future of the country's finance and the development of our natio- 
nal economy, that the gold standard was thus finally established. 

For successfully carrying out the radical change that was 
thus accomplished, I believe that the Government has been care- 
ful to take every necessary precaution. For instance, a part 
of the earlier installments of the indemnity was converted into 
gold bullion and conveyed to this country, to be minted as fast 
as possible into coins in the Government Mint. In buying 
bullion, much care was taken to secure it in the time and place 
most advantageous, so that though so large an amount of 
bullion was bought altogether, the process was accomplished 
without too great a disturbance of the market and without loss 
to the Government. The gold thus turned into coins between 
July, 1897, and April, 1898, amounted to 74,455,735 yen, 
which was kept in reserve for the exchange of silver yen. 
The process of exchanging was began on the Ist of October, 
1897, and closed on the 31st of July, 1898. 

The total number of l-yen silver pieces that had been coined 
since the opening of the Government Mint at Osaka amounted 
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to 165,133,710. Of this amount it is estimated that 99,508,740 
yen were exported into foreign countries and never returned : 
11,028,633 yen were taken abroad at the time of the war with 
China (1894-5): 5,732,027 yen were sent to Formosa after 
the cession of that island by China and never brought in for 
exchange.* 

On the other hand the total amount exchanged for gold 
coins between October 1st, 1897, and July 31st, 1898, was 
45,588,369 yc/i.f 

Besides these 460,904 yen had been recoined by the Gov- 
ernment Mint into subsidiary coins. 

These different sums amount to 162,318,673 yen, which still 
leaves 2,815,037 yen, whose whereabout can not be traced. 
Most probably they have been lost or worn out, or been taken 
away by foreign visitors when leaving the country. 

To make an estimate of the amount of the silver yen which 
would probably come back from abroad for exchange was no 
easy thing to do. Accordingly I had the most careful researches 
made as to the amounts of those coins circulating in Shanghai, 
Hongkong, the Straits Settlements, etc. It was made clear as 
the result of these researches that no inconsiderable j^^rt of 
them had either marks of private stamp, which unfitted them 
for circulation at home, or had been recoined into Chinese Taels. 
Then besides a large quantity was being used as a medium of 
exchange in the Straits Settlements and neighbouring islands, 
so that there was little prospect of their coming back. In 
\dew of these facts I estimated that no more than 10 million 
yen would come back for exchange. It was gratifying that 
the result proved the almost literal correctness of that estimate. 

Besides these silver coins, there existed the promissory 
notes of the Mint for the payment of silver yen, which had been 
given in exchange for silver bullion deposited at the Mint 

*Most probably these were taken over to tlie Mainland by the Cliincse. 
t Of this amount 10,84G,40o ifcn were sent back from abroad to be exchanged and 
the rest were in circulation at liome. 



by private parties. When silver coins were minted, these were 
to be handed over in exchange for those notes. Now the latter, 
which amounted altogether to 29,505,453 yen, were also all 
exchanged for gold coins. 

The total amount of silver thus retired bv the Govern- 
ment reached the sum of 75,093,822 yen. Of these 45,588,369 
yen came in partly through exchange for gold coins, and 
partly as taxes or in other forms of public payment ; the rest 
consisted of the promissory notes of the Government Mint. 

It should be noted that the period of ten months allotted to 
the w^ork of exchanging the silver yen was a comparatively 
short one, in view of the magnitude of the work to be accom- 
plished. The authorities were not indeed without sense of the 
risk they w^ere running ; for should there be a slight hitch in 
the management, the whole thing might have proved a failure. 
Yet on the other hand, if the time limit was much longer 
extended, it was feared that the return of the exported silver yen 
might become, in view of possible changes in the price of silver, 
unexpectedly great, and thus embarrassing to the Government. 
It was also feared that chances for counterfeiting might perhaps 
be opened. For these reasons the time limit was made com- 
paratively short, and exceptional care was taken to facilitate 
the process of exchange. The Central Government Treasury as 
well as the four hundred and forty seven Government Treasuries 
and Sub-Treasuries scattered all over the country, besides the 
Yokohama Specie Bank which served as agency for the Bank 
of Japan, and its Kobe branch office, were all directed to take 
charge of the work of exchange. Moreover, special permission 
was given to the people during the time allotted for exchange 
to pay taxes and make other public payments in silver yen. 
That no report has reached the authorities of any which 
failed to get exchanged, seems to prove that the whole work 
has been well accomplished. 

The Government had to find some proper method of dis- 
posal of these silver coins now suddenly brought in. They 
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amounted, as mentioned above, to the sum of 75,093,822 yen. 
This large sum was disposed of as follows : 27,567,012 yen were 
recoined into subsidiary coins between the 30th and 32nd fiscal 
years of 3Ieiji (1897-1899); 40,786,662 yen were sold in 
Shanghai, Hongkong, and elsewhere ; 6,740,148 yen were taken 
over to Formosa, Korea and elsewhere, and expended in those 
countries. The whole amount w^as thus disposed of in just one 
year and three months after the new coinage law w^as promul- 
gated. In thus disposing of the silver yen the Government took 
every precaution to sell them as speedily and as dearly as possible. 
At first it was feared that owing to the fall in the price of 
silver the Government would incur a loss of more than 10 
per cent., but it was fortunate that the actual loss only amounted 
to 7 per cent., and that the sale was completed within a little 
over one year. The rate realized was even slightly higher 
than the average price of silver bullion in London at the time. 

In disposing of these silver yen the Government incurred the 
loss of 5,397,581 yen^ w^hile the necessary expenses connected 
with the process was 155,731 yen\ the two sums together 
making 5,553,312 yen^ which had to be defrayed by the 
Government. This was, however, more than made good by the 
manufacture profit of the Mint amounting to 5,651,961 yen, 
which was obtained from the minting of subsidiary coins 
between the 30th and 31st fiscal years of Meiji (1897-1899). 

As thus narrated the New Coinage Law has been successfully 
put into effective operation and the disposal of the silver yen 
completed, so that Japan is now really a gold standard country. 
I regret much, how^ever, that I can not as yet present before 
Your Excellency in the present report the practical proofs of 
the advantage which that change has conferred upon the 
country. In the first place a sufficient time has not elaj^sed to 
test the real w^orking of the new system, and in addition the 
sudden industrial expansion due to the effect of the victorious 
war with China, the partial failure of the rice crops, as well as 
the going into effect of the new tariff laws, all combine to make 
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the present financial condition of the country exceedingly 
complicated. Yet judging from the condition of things after 
October, 1897, I can not but think that at least a part of the 
object aimed at has been attained. One good eflfect of the 
coinage reform is seen in the steadiness of the exchange value 
of money. While the prices of things have risen and fallen, 
according to the economic laws of supply and demand, no part 
of these changes was due to the result of a change in the value 
of money. For these reasons the industrial classes need be 
now no longer under constant apprehension of some unexpected 
changes in the value of money. Trade with gold standard 
countries has been greatly facilitated through the unvariable 
rate of foreign exchange, as may be seen from the fact that 
since October, 1897, the rate of exchange on London has fluc- 
tuated only between 2 8. 0.1611 d. and 2 s. 0.8071 d. The trade 
with silver countries has also shown much activity. The ex- 
ports to these countries have increased from some 54,200,000 
yen in 1897 to some 69,800,000 yen in 1898. The imports 
also have increased in the same period from 05,450,000 yen to 
77,170,000 ye7i. The hope of inviting capital at a low rate of 
interest from gold standard counti'ies, in order to help on the 
industrial growth of the country, will doubtless be realized 
before very long. These are of course but minor observations. 
That in the long run the advantages of the gold standard will 
be deep and abiding, conducive to the healthy industrial 
growth of the country, scarcely seems to admit of any doubt. 

On one point, however, particular care needs to be exercised. 
It is possible that the state of coinage in Formosa may act as a 
disturbing factor in the successful working of gold monometal- 
lism in Japan. Much as it was desired to establish a pure and 
simple gold standard in the island of Formosa, it was found 
impossible to do so in view of the great difficulty of changing 
the usages and customs of the Chinese population in that island, 
and also because of the exceptionally close commercial relation- 
ship that is maintained between Formosa and the mainland. 
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For these reasons while gold is made the standard of value, yet 
for a limited period of time the silver yen is to be allowed to 
circulate as legal tender at a value fixed by the Government 
from time to time. 

There is no doubt that in order to lay the foundations of a 
national currency system firmly and lastingly, it is highly 
desirable to supply enough hard money for ordinary transac- 
tions. It was for this reason that as soon as the Government 
took steps for the substitution of the convertible notes for the 
inconvertible paper money, an increased appropriation was 
made for coining 10- and 20-sen silver pieces, so that as fast as 
produced they were issued in exchange for the paper money of 
smaller denominations, consisting of 50-, 20- and lO-sen pieces ; 
the last named lO-sen piece being finally withdrawn from cir- 
culation on the 30th of June, 1887. The 50- and 20-«e;i pieces 
yet in circulation have been reduced now to an insignificant 
proportion. Besides, at the time the Coinage Law was 
promulgated, there were in circulation more than 66,000,(XX) 
yen of the one-yen convertible notes of the Bank of Japan, which 
were being used by the people in their smaller daily transactions. 
The plan adopted by the Government was to make the further 
issue of 40 million yen of various subsidiary coins, consisting 
of oO'Sen and other smaller denominations, and in exchange 
for these to retire the 1-yen silver notes of the Bank of Japan. 
When the plan is realized the total amount of subsidiary coins 
in circulation, consisting of silver, nickel and copper pieces 
will reach the sum of 81,820,000 yen^ making about two yen 
per capita of the population. It seems to me that in view of 
the present economic condition of the country, this is just about 
what the people would need. Up to the end of March, 1899, 
about twenty seven millions of these silver coins had been 
minted and made to circulate in place of l-yen convertible 
notes, which are now being gradually withdrawn from circula- 
tion. It will not be long before the object aimed at by this 
measure will be fullv attained. 
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To recapitulate, it will be noted that there are four periods 
in the coinage history of modern Japan. The first period 
extends from 1868 {1st year of Meiji) to 1871, in which the 
beginning was made of the establishment of the new currency 
system by the promulgation of the New Coinage Regulations 
of 1871. The main eflfort of the finance ministers of those 
days was directed to the adjustment of the disordered condi- 
tions of finance and coinage, created by the revolutionary state 
of affairs at the close of the Shogunate regime. 

The second period extends from 1872 to 1879. This period 
is marked for the founding of the Government Mint and the 
issue of new^ coinage, but more marked for the enormous issues 
of inconvertible paper money which brought about all the evils 
of inflation. 

The third period extends from 1880 to 1885, in which the 
efforts of the Government were directed to replacing the in- 
convertible paper money with the convertible notes ; w^hich 
prepared the way for the final inauguration of the gold stand- 
ard system, though for a time it resulted in the establishment 
of a de facto silver standard. 

The fourth period extends from 1886 to 1898, in which the 
silver standard w^as changed into a gold monometallic system. 

It will be noted that the first, second and third periods 
are marked by efforts directed to the adjustment of the 
coinage system, in view of the conditions of things at home ; 
while the fourth period is marked by the attempt to adapt the 
national coinage system to the conditions of things abroad, — 
these conditions of things being chiefly characterized by sudden 
and great fluctuations in the j^rice of silver, endangering the 
safe economic growth of our country. 

In conclusion I can not refrain from expressing my hum- 
blest and deepest gratitude to His Majesty, the Emperor, that, 
owing to His over-ruling gracious wisdom, the councils of His 
ministers on financial matters have, during these troublesome 
times, been invariably marked with wisdom and judgment. 
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and the officials of all grades concerned have performed their 
duties well, so that there has taken place thus far an orderly and 
progressive development in the financial affairs of the empire. 
It is plain, however, that in order to strengthen the founda- 
tions of the gold standard system now established, it will be 
necessary in the future not only to keep up but to increase the 
gold reserves of the Bank of Japan. It will also be necessary 
that efforts be increasingly directed toward the development of 
the agricultural and industrial enterprises of the country and 
the consequent growth of foreign trade. In these efforts, 
allow me to humbly assure Your Excellency, that I shall not 
be found remiss, so that His Majesty's gracious intentions may 
be as far as possible realized. 

I have &c.. 

Count Matsukata Masayoshi 

H. I. J. M^8 Minister of State for Finance. 
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CHAPTER I. 

SUCCESSIVE STEPS IN THE DEVELOPMENT OF THE COINAGE 
SYSTEM SINCE THE EARLY YEARS OF MEIJI. 



SECTIOX I. 

Promulgation of the New Coinagre Hegrulatioiis : circum- 
stances that led to the change of the grold standard 
into a grold and silver bi-metallic system. 

The monetary system in vogue in the last clays of the 
Tokuyawa Shogunale was based on the system which \vas es- 
tablished in the 0th year of Keicho (1600 a. d.). That system 
has remained unchanged for more than two hundred and sixty 
years. Yet various causes have together combined to prac- 
tically destroy that system and bring the currency of the 
country into the greatest disorder. As chief among these 
causes there may be mentioned the fact that the coins in 
circulation became debased, losing both in quality and quan- 
tity through successive recoinage, to which the Shogunate 
government invariably resorted, as its relief measure, at times 
of financial distress; the only case of recoinage in which 
debasement did not take place being that of the Kioho era 
(1715 — 1734 A. D.). In addition to this main cause there 
must be mentioned the fact that some of the Han (or Daimio) 
governments (of which there were altogether some two hund- 
red and seventy) secretly coined money, and that as the quality 
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of the coins deteriorated, the ease.s of counterfeits became 
increasingly numerous. Most of these Han governments also 
issued for circulation within their respective jurisdictions pa2)er 
money, whose value in most cases underwent an extraordinary 
depreciation. 

After the country was opened to trade with Western nations, 
the Shogunate government was the first to realize the greatness 
of the loss from which the country was suflering, on account 
of the disordered state of coinage. Before any steps were 
taken, however, toward reform, the Shogunate regime was over- 
thrown and the Restoration regime ushered in. 

The Imperial Government at once felt the pressing need of 
a monetary reform and in April 1868, while the revolutionary 
wars were yet going on, a plan of recoinage was drawn up 
and adopted. Steps were immediately taken to found a 
Government Mint, and in November 1869 it was determined 
to base the new coinage on the metric system, making silver 
the standard unit of value and gold subsidiarv. In November 
1870 the Government Mint began to coin silver. While such 
steps were being taken at home, there arrived early in 1871 
a memorandum from Mr. Ito Hirobumi, Vice Minister for 
Finance, then traveling in the United States. In that me- 
morandum Mr. Ito (now Marquis) sets forth the advantage 
of adopting a gold standard. The memorandum runs as 
follows : — 



Beasonsfor Baling the Jaj)anesc Xew Cohiage on 

the Metric System. 

According to the coinage i>Ystem recently adopted in Japan, the silver 
yai is the standard unit of value, so that it may be used as legal tender 
in transactions to any amount ; the smaller coins, various fractions of one 
yen, are to be the subsidiary medium of exchange, each kind being 
permitted as legal tender in transactions amounting to one hundred timas 
its value. There is besides the gold yen, but it is subsidiary and may be 
used in the payment of sums not more than ten times its value or one 
hundred yen. 

The silver yen consists of 90 per cent, of pure silver, its weight being 
416 Troy grains. It is equal in quality to the American dollar, but 



CHAPTER I. SECTION I. 3 

slightly exceeds the latter in weight ; for the American dollar weighs 
412 Ys grains. The different fractional silver coins weigh in proportion 
to the fraction of the unit yen. This system now adopted by the Gov- 
ernment is based on the system adopted some years ago by the English 
Government for coinage in Hongkong ; only, the subsidiary gold coin is 
a new idea. 

The new coinage system of Japan is in many respects like the system 
in vogue in America and England. The chief difference being that 
while in Japan the silver yen is made the standard unit of value, in 
England and America gold is the standard of value, gold coin being 
legal tender to any amount. Silver coins are treated in these countries 
as subsidiary, their legal tender circulation being limited to small sums 
only ; (the sum of five dollars in the United States, that of forty shillings 
in England being regarded as the maximum amounts). In Japan gold 
being treated as subsidiary its limit as legal tender* is fixed at one 
hundred yen, an exceptionally large amount. I presume the Government 
is in hopes that, on account of such exceptional treatment, the gold coin 
will always remain abundant, while the silver yen will gradually wear 
out through constant handling ; so that in course of time gold will of 
itself become the standard unit of value. Should such hopes be indeed 
realized, the Japanese gold coin being almost equal in value to the 
American gold coin, the prices of gold and silver in Japan and California 
will tend gradually to be on a par. 

But the Japanese lO-yen gold coin is lighter in weight than the 
American 10-dollar gold piece, for while the former weighs 248 grains, 
the latter weighs 258 grains. Not only is it lighter in weight than the 
American gold piece, it is even lighter than the English gold coins ; for 
two English sovereigns (one sovereign is one pound sterling) weigh 251.1 
grains. Still again, the Japanese gold piece is lighter than the French ; 
for the fifty franc pieces weigh 248.9 grains. 

Just now there is under discussion in the House of Representatives of 
the United States, a bill for establishing an international system of 
coinage. The ten dollar gold piece according to that system is to weigh 
257.2 grains or 16 73 grammes. Now if the Japanese gold piece were 
slightly increased in weight so as to equal this international standard 
coin, it would seem that the coinage system of Japan would be 
established on a sound basis and be forever free from all fluctuations of 
exchange value. In case the Japanese coinage system is to be thus 
remodelled, the weight of each coin will have to be altered as laid down 
in the following table. 
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Fineness 



Weight of l-yr» 



Troy frmlnfl 

Fine Silver 
= 385.80872 



0-1 a 1 1 • J. 9/ ^^*"'^ Silver 

Silver yen Staiulard unitt /lo - f, p.^ntagrammes ■ 

0/ 5 Tiers-trrammea ii.T'it ir»K i :«, Vio part of 

Gold ueii Sulj«;idiarv * /in %? u Jjrammes ^^.^ j^ j^. ^. 

ijoiQi^c/t .-iuusiaiary /lo with Vio F^rt of Copper Fine Gold = 23. U&232 



Silver Coins which 

lire fractions 

of l-.ven 



„ , .,. u; , 5 Pentagmmmes sss.sasTa, i/w part of which 

Subsidiary ; /,» i with V.oPart of Copper Fin. siiJfr-SS^rMTM^ 



t Legal tender to any large amount. 

* Legal tender only up to 10 times its value. 

I give below for reference a table showing the weights of difFercnt 
coins according to the proposed international system now under discussion 
in the House of Representatives of the United States. 



Silver dollar | Trade dollar t 



Fineness 



Weight of 1 dollar 



{>/ i Fine Silver 

h^ =6 Pentagram mes 



Troy graln» 

Fine Silver 
= 385.80872 



Gold dollar Standard unit* 



!»/ 



5 Tiers-grammes ^^-"'t^t^^' ^^/P P*'' °*' 



which being ( 'opper. 



Silver Coins which 

; are fractions of ^ Subsidiary! 
1 dollar "^ * 



/»o with Vio part of alloy | fL' Gold «143. 1485^2 

jw 5 Pentagrammes 

'^^ with Vio P'^rt of alloy 



3Sr..S087-2, l/io part of which 

being Copper. 

Fine .Silver =r347.'227848 



t Legal tender to any large amount. 

*do. 

X Legal tender up to 5 dollars. 

The trade dollar in the above table is intended to be used for trade 
with China and other Eastern countries. The ratio of gold and silver 
in the new coinage system of Japan is 1 of gold to 16.77 of silver. If 
this ratio should now be changed to 1 of gold to 16 '/s of silver biising it 
on the metric system, a lO-ycn gold piece would contain 231.48 grains 
of fine gold. In that case at the fineness of "/lo the weight of the coin 
would be 257.2 grains or 16 -/^ metric gramme^. The l-ycn silver piece 
coined according to this ratio would contain 385.80872 grains of fine 
silver, which at the fineness of 7io would make the coin weigh 424.38959 
grains. 

It will be remembered that according to the system already adopted 
the silver yeii weighs 416 grains and the gold lO-yeii piece 248 grains. 

The metric system, according to which I suggest our coinage system 
be re-established, is a system of weights and measures which originated 
in France, and has now passed into universal use throghout the world. 
The proposed international coinage system will be based on this system. 

Let me quote what Mr. Kelly, chairman of the American Coinage 
Committee^ says in one of his writings : — 
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** The United States of America has adopted the French Metric Sj'stem of weights 
and measures for the purposes of coinage and postage. Now that we have adopted this 
system the nations of the world will be compelled to adopt it also. Our adoption of 
this system was therefore not merely for our own advantage but also for the ultimate 
benefit of the world at large. The metric system of coinage was for the first time 
adopted in the United States, it being three years afterward that France followed our 
example. Canada, too, followed our example and is now using dollars and cents. 
There is no question that other nations will gradually adopt this system, for the people 
of every country will come to see how easy and simple the monetary calculation be- 
comes, either in subtraction or multiplication, if tlmt system is adopted." 

In regard to the question which metal should be made the standard 
of value, the opinion of the economists all tend to coincide in regarding 
gold as the litest metal for standard. That Austria, Holland and some 
other countries still maintain a jjilver standard is probably due to the 
great difficulty of changing the old system. If a system of coinage were 
to be newly established by any of these countries, there is no question 
but that the gold standard would be invariably adopted. It will be a 
wise policy for Japan, therefore, to consider the trend of opinion in 
Western lands and establish her new system in accordance with the best 
teachings of modern times. It may be that for the time, being on 
account of the possible great loss to the country from the too sudden 
adoption of the gold standard, a silver standard may have to be main- 
tained. Otherwise there is no question that gold is the best metal for 
the standard of value. If the gold standard is introduced, silver may 
be fitly cx)ined for a subsidiary medium of exchange, putting a limit to 
its legal tender amount. It may be as well to establish our system as 
laid down in the table given alx)ve, provisionally making silver the 
standard ; strictly keeping in view, however, the time when gold will be 
made to supersede silver as the standard of our system of coinage. 

P.S. The foregoing memorandum was written necessarily in 
haste and I must confess there are no few repetitions and some con- 
fusion in statement. The main points I wanted to emphasize 
were : — 

1. The necessity of slightly reducing the weight of the unit of 
value of the silver coinage; and 

2. To determine the weight of the gold coin according to the 
metric system. • 

Written in America on the 29th day of December [1870] 

(Signed) HinoBrMi. 

The above meniorandiim was chiefly instrumental in effect- 
ing a change in the coinage policy of the country. The 



G THE ADOPTION OF THP: GOLD STANDARD IN JAPAN. 



Grovernment decided to adopt at once the gold standard, and 
issued the New Coinage Regulations on the 10th of May 1871. 
These Regulations, together with the introductory statement of 
reason for change, run as follows : — 

The Imperial Ordinance of the lOlh day of May of the j^^th 

year of Meiji {1871). 

Owing to the fact that the past relations of the Empire with foreign 
lands have not been very close, the system of coinage now in vogue is 
crude and unscientific. There is much variety in the kind of coins and 
in the standard of value, so that there is no uniformity in the system. 
For instance among the gold coins there are the Kei^ho, the Kloho, the 
Monji, the Ohan and Koban, the Ichibu, the Nibu, the iV7s/m, while 
among the silver coins there are the Ichibu, the Ichishn ; besides these 
there are also the TohiyaJcu sen and other copper coins of various de^crijv 
tions. There are also some coins which circulated only for a limited 
period, but which circulate now no longer. Again other coins there are 
which are limited in circulation to one province or even one district. 
Added to these is the fact that the coins of same denominations do not 
always possess the same quality and size, there being no legal standard 
of weight and fineness. All this confusion is increased yet more by the 
presence of numerous counterfeits. Such being the state of things the 
bad coins are fast driving away the gooil ones from circulation, either 
to be hoarded or exported into foreign lands, so that tlie depreciation of 
coins daily grows greater. This state of things has greatly curtailed 
the usefulness of coinage as the medium of exchange, causing universal 
suffering. It is plain, therefore, that all these results have been brought 
about from the lack of a uniformity in the standard and quality of the 
coinage. Now that the trade with foreign countries is daily increasing, 
the reform of coinage is the most pressing necessity of the hour, and it is 
indeed the one essentail foundation for the prosperity of the country. 
For these reasons the Government took steps already in 1868 to found 
the Government Mint at Osaka at an enormous expense. It is besides 
the intention of the Government to adopt a system of coinage whicli 
shall be in consonance with the best usages of the nations of the world, 
and to issue new coins in accordance with this system, so that the old 
coins may gradually be replaced. Since coinage is the medium of ex- 
change for all people, the Government Mint will be freely open to all, 
so that any private j)erson may bring bullion to be coined into money. 
It is highly important for the people to remember that the old coins 
which are now being hoarded as treasures will cease before long to pass 
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as money, and they will do well to bring without delay the coins thus 
hoarded to the Government Mint to be recoined. It was indeed from the 
sense of duty on the part of the Government to afford protection to the 
people that the Mint was newly founded, so that it is desirable that the 
people on their part shall diligently co-operate by faithfully performing 
their heaven-appointed duties. These then are the reasons for w^hich the 
New Coinage System is now established. The shapes as well as the 
weight and quality of the New Coins, and the rate of exchange of 
bullion for the New Coins are all explained in the New Coinage 
Regulations herewith is^ued. 



The New Coinage Regulations, 

1 . The standard unit of the new coinage shall be called yen and 
all reckonings and calculations of money shall be made whether 
large or small by the addition of numerals to the unit yen. 
Amounts less than one yen shall be estimated in terms of sen or 
one hundred the part of one yei'i, and i*in or one tenth part of one 
yen. 

2. All calculations shall be made according to the decimal system 
of reckoning, ten 1-nn pieces making 1 sen, ten l-sen pieces mak- 
ing 10 sen, ten lO-sen pieces making 1 yeuy above which there are 
10 yen, 100 yen, &c., up to any large amount. In the case of 
5-7*m, bO-seUj o-yen, &c. the numbers are produced by dividing 
decimal numbers by two ; while 20-sen, 2'yen, 20-ycn, are pro- 
duced by multiplying decimal numbers by two. 

3. There will be no coins smaller than rin, but such smaller 
amounts as are below one rin may be made in terms of ino, si, kotmc, 
bij fen. The numbers above one man or 10,000, may be counted 
also decimally, as 10 man, 100 man, 1000 man, while 10 times 
1000 man make 1 ohi, after that 10 oku, 100 oht, etc. 

4. The relative value of the New Coinage and the old shall be 
as follows: l-3/en=l-n*o or 1000 mon, 50-sen=2'bu or 500 many 
10-«en=7io rio or 100 mon, l-.<?en=7ioo ^^o or 10 mon, l-rm=7iooo 
no or 1 mon, 

5. The fineness and weight of the New Coinage shall be as shown 
in the following tables. Yet it is unavoidable, even with the best 
of care in the process of melting and minting, for coins to be 
without insignificant differences ; the remedy or legal allow^ance 
for such imperfections is also indicated in the following tables. 
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Gold coins 

On th.> unit : ^'i"*' ^f^l • • • • 
of 1000 



AUov 



20-.v^n 
900 
100 



Wr'ifrht (,f Fine '^^•^^'^' Pr*^"» - - •*^--*^" 
^''^'^ Metric gramme '' 80.00 

i 

Troy grain 514.41 



Weiglit of coin i 



Metric gramme Sli Vj, 



lO-yrw 6-,v^n 2't/en l-y^n 



000 



100 



900 



100 



900 



100 



900 



100 



231.48 115.74 4G.29 ! 23.15 



15.00 


7.50 
128.G0 


3.00 


257.20 


51.44 


1«% 


8V, 


3V3 



1.50 



25.72 



1 */ 



a 

g E I 
©if I 



S* Remedy in Fineness 



ao _ 



o 
8 ^ 



Keme<ly in . Troy grain . . . 
weight for each 

coin Milligramme . 



.002 

1 • 

2 

32.40 



Number of pieces 1000 

Remedy in Troy grain 72.00 

weight for total 

number '■ Metric gramme 4.005 



.(X)2 



.002 



1 



.002 



1 ' 



.002 



1/ 

/4 



32.40 32.40 10.20 12.20 



UKH» 



1000 



1000 



1000 



48.00 36.00 , 24.00 12.00 



3.110 2.333 1.555 0.778 



Silver coins 



l-»/fM 50-j»<7i 20-Aru }Q-9ni S-srn 



On the unit Fi"*- Silver ... 
i of 1000 



Alloy 



900 
100 



800 
2tX) 



Weight of Fine ^'^^>' S^"" • • • • I ^"^-^^ i ^'^^'^^^ 
Silver Metric gramme 24.2672i 10.00 

I Troy grain .... 410.00 193.00 
: Weight of coin - - 

' Metric gramme 20.9503 12.50 

.(X)2 .002 

I J . Remedy in Troy grain 1 */, 1 '/, 

" ,t foi 
coin 



•2 I Remedy in Fineness 



V M 



° " ' weight for each 



^ o 



& 



800 

200 
01.70 

4.00 
77.20 

5.00 
.002 

1.00 



800 

200 
30.88 

2.00 
38.00 

2.50 



800 

200 
15.44 

1.00 
19.80 

1.25 



.002 



.002 



V^ 



\'2 



O 

^ 2 ' 
o - I 

S 2- 

4> S 



Remedv in 



Milligramme 



97.20 97.20 , 04.80 . 82.40 



Num]>er of pieces; 1000 I 1000 



p5 •= I weight for total , — 



Troy grain ....i 90.00 ' 72.00 



1000 
48.00 



1000 
24.00 



82.40 

1000 

24.00 



** I 



number ' Metric gramme 0.221 ' 4.665 3.110 I 1.555 , 1.555 



The following three tables are herewith omitted ; — 

1. Table showing grammes and grains as compared with their equivalents in 
denominations in use in Japan. 

2. Table showing the standard coins of England, France and the United States of 
America, as comjjared with the standard coins of Japan. 

3. Table showing the forms of the New Coins, with their quality and weight. 
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Limitations in the circulation of the New Coinage, 

1. The standard coins are to be of gold con.sisting of 20-i/en, 
lO-yen, d-yen, 2-ye7i, and 1-yen pieces, of which one yen shall be 
the standard unit of value. These gold coins are all legal tender 
and mav be used in monetarv transactions to anv amount. 

By ihe standard coin is meant the coin whose value is the standard on 
which the values of other coins are based. Hence there is no need of limiting 
the amount in which they may be legally used in transactions, l-t/en gold is 
the standard unit of value because it is the standard on which the values of 
other coins are based. 

2. The silver coins which consist of 50-8e?i, 20-8en, lO-sen and 
O'sen pieces are issued as subsidiary money. They are legal 
tender, either in one kind or in different kind, up to the amount 
of ten yen only. 

The copper coins which consist of 1-seny Ys ^^h ^.nd I-W71 are 
also subsidiary money and may be used as legal tender up to the 
amount of one yen only. 

By the subsidiary money is meant the smaller coins issued to assist in the 
circulation of currency. Their legal values are fixed by Government regula- 
tions. Hence the need of limiting the amount beyond which they may not be 
used in transactions. 

3. The l-yen silver piece is to be coined during a limited period 
of time, j^articularly in response to the desires of individuals both 
Japanese and foreign, in order to facilitate trade at the treaty 
ports. This silver yen shall be legal tender at the treaty ports, so 
that they may be used in the payment of all custom duties and 
of taxes by the foreign residents, as well as in all monetary 
transactions between the Japanese and foreigners. This coin shall 
not be legal tender outside of the treaty ports limits, though 
of course it may be freely used in transactions where parties 
concerned mutually consent to its use. 

4. The relative legal value of the silver yen and the gold yen at 
the treaty ports shall be 100 silver yen to 101 gold yen. 

Thus while there was introduced at this early date a gold 
standard system in Japan, at the same time a silver yen was 
also to be coined as legal tender money in the treaty ports. 
This was due the fact that the Mexican dollar was at that 
time universally used in the commerce of the Far East, so that 
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the coining of the silver yen was considered a necessity. In 
February 1875, by Imperial Ordinance No. XXXV, the 
Government changed the name of the silver yen to Boyeki gin 
or trade dolhar, and its weight from 4lfi grains to 420 grains. 
The Ordinance runs as follows: — 

Imperial Oitiinance A'o. A'A'AT of the 2Slh day oj' February 

of the 8th year of Meiji {1875). 

The Oiie-_v(ti silvor hitherto toiuci! iit the Government Mint at 
Oienku ^hall be hereafter in<'rea;-cd in weight and called Boycii gin 
(or trade dollar). Its form, lettering, weight, reme«Iy and seigniorage 
are ti) be as shown in tlic adjoinwl tabic. 



Trade dollar (new) 




!iM 4 rill {Jaiviiicai,') o: 
Q inch (English) 



me 2ftiH 4.5 riii (Jupauese) 
ir 4'20grainn (tinglUli) 



y parts mIvoi 
1 piirt c«p|n.'i 




1 Brai" for each piece 




Silver one-yert (old) 



1 sun 2 6(1 4 rin (Japanese) o 
l.S inch (English) 



uw Ifiiii 7.6 ji'ii (Japanese) 
ir 41G gr&ins (English) 



finptiess 

Remedy 
in weight 




!) parts silver 
1 part copper 


1.5 g 


„i„fc,.a.l,pi.e. 


1 Remedy 
' in fineness 




'/,» 


SeignioraRe 


2pcrcei«. 



The chief motive in making this change was to drive off the 
Mexican dollar and replace it with the Trade dollar, but it was 
found out very soon that the attempt wag a failure. The 
Government soon ceased to coin the Trade dollar, and returned 
again to coining the silver yen. The Imperial Ordinance 
which effected this change runs as follows : — 



Imperial Ordinance No. XXX V of the 36tk day of November 
of the lllh year of Meiji (1878). 

The coining of tlie Boyckl-yin, [or Trade dollar] (as shown by 
sample copy and of increased weight) according to Imperial Ordinance 
No. XXXV, of February of the 8th year of -Uiri/i shall be suspended, 
and the coining of Boyeki \~yen silver piece, (as shown by sample of the 
revi.^ design) according to Imperial Ordinance No. XXXIV of 
March, 7th year of Meijl, resumed instead. 
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The New Coinage Regulations underwent a slight modifi- 
cation and had its title changed to the Coinage Regulation, 
dropping the term "new," by Imperial Ordinance No. CVIII 
of June, 8th year of Meiji\ yet further alteration was effected 
in the 4th paragraph of the Limitations in the circulation of the 
New Coinage, by Imperial Ordinance No. XXVII of March, 
9th year of Meiji, which made that paragraph to read as 
follows: — 



Imperial Ordinaiwe No, XXVII of the 4fh day of March 

of the 9th year of Meijl {1876). 

The relative legal value of the Boyehl-<jln (both new and old) and 
gold yen, \\\ the payment of ciLstoni duties as well as in the payment of 
all taxes l)y the foreigners, shall l)e 100 silver pieees to 100 gold pieivs. 

All these different measures were, how ever, not sufficient to 
maintain gold monometallism in healthy growth. The issuing 
of a large amount of inconvertible paper money drove specie, 
especially the gold coins, out of the country. This and the 
smallness of the natural output of gold in Japan both con- 
stituted reasons which, in 1878, led Mr. Okuma Shigenobu 
(now Count), at that time Minister of Finance, to advise the 
Government to adopt gold and silver bimetallism, as a policy 
more conducive to the country's prosperity. The Government 
acting on his advice, by Imperial Ordinance No. XII of May, 
1878, sanctioned the free use of the silver yen and the Trade 
dollar as legal tender throughout the country. The silver yen 
piece thus acquired the same legal value as one yen gold, and 
the system of coinage was changed from the gold standard to 
the gold and silver bi-metallic system. 

The follow^ing three tables are adjoined for reference 
concerning some of the statements made in this section. 
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TABLE I. 

TOTAL AMOUNT OF THE COINAGE ISSUED 
From the foiniding of the Government Mint in November 1S70 to September ISO?, 



Ye 


ars 


Gold coins ' 


Silver yen ' 
yenl 


Subsidiary 
silver pieces 


1 Nickel pie 
yen 


ces 


Copper pieces 
yeit\ 


Total 
yen' 


A.V. 


yen 


yen 




1870 


3Kl 





o; 













0| 


1871 


4th 


2,666,639,000 


2,740,245000 


1,409,331100 










6,816,215100 


1872 


5th 


£8,303,577 000 | 


3,685,049:000 


3,858,525660 


«l 





33,847,151 650 


1873 


6th 


45,671,232000 


3,685,(M9|000 ' 


7,615,902650 


1 0; 


13,014860 


56,965,198 510 


1874 


7th 


49,427,914'000 


4,627,055|000 ' 


9,680,884 800 


0| 


438,661 |oiO 1 


frl,174,544,810 


1875 


8th 


60,338,101000 ! 


4,863,953|000 


11.021,067 000 




1 


1,312,594970 


67,536,716,570 


1876 


gth 


51,108.699000 


6,378,5S2|000 


14,328,200'200 


o' 


2,330,897 820 ] 


74,146,379020 


1877 


10th 


51,798,596000 | 


7,530,856000 


17,069,464 550 


0' 


3,446,715070 \ 


79,845,630620 


1878 


11th 


62,304,586 000 j 


8,679,394000 ' 


19,122,776 850 


0' 


4,352,801 400 i 


84,459,558 250 


1879 


12th 


62,730,681 000 


10,602,712000 


19,142,136760 





6,228,419880 , 


87,693,949610 


1880 


13th 


63,127,907|000 


16,030,144;000 ' 


19,142,257,100 





6,301,199,380 


94,691,607,480 


1881 


14th 


63,874,152|000 


18,M7,553000 , 


19,142,257,100 





7,321,502,010 [ 


994285,654110 


1882 


15th 


54,439,227000 


24,036,617|000 


19,142,257100 


« 


8,519,560,650 


106,137.670 760 


1883 


16th 


/>4,982,957 000 1 


27,673,295,000 


19,142,257' 100 





9,590,361 560 ■ 


111,388,870600 


1884 


17th 


65,551,797 000 i 


31,272,487,000 


19,142,257100 


« 


10,577,6U|330 1 


116,544,152'430 


1885 


18th 


56,554,8-12000 


35,569,107|000 


21,164,6»1800 





114»1,906'050 1 


124,490,539850 


18I<6 


19th 


57,4.>J,077000 


44,653,369 000 


21,164,6iM800 





11, 629,924' 150 i 


134,902,064 950 


1887 


20th 


58,350,592 000 


52,929,156000 


13,165,807 400 





12,030,678230 


146,476,233620 


1888 


21»t 


59,179.562000 


62,406,570000 


23,910,096000 

1 





12,4l8,a51 040 , 


157,914,279040 


1889 


22oA 


60,949,132 000 : 


71,701,918000 


24,124,314 300 


1,442,097 200 


12,418,051 MO 1 


170,635.512540 


1890 


23nl 


62,139,512|000 


78,994,795|000 


24,124,314:300 


3,405.002350 


12,418,051040 1 


181,081,674690 


18-01 1 


24th 


63,219,957 000 | 


86,512,807,000 


i:5,124,314300 


4,201,241 450 


12,418,051040 


191,476,370 790 


1892 , 


25th 


64,535,472000 


97,700,420 000 


i:6,235,262|«)0 


4,676,755 900 


12,418,051,040 ' 


205,565,951 840 


1898 

1 


::6th 


6.5,837,592 000 


108,103,897,000 


28,124,314 000 


5,103,348 800 


12,418,051 040 


219,587,203 140 


18M 


27lh 


67,219,056031 


128,682,113 616 , 


30,124,314'300 


5,837,318800 


12,418.05l'o40 1 


244,280,883 787 


1895 


28th 


68,807,219517 | 


150,789,772157 


32,624,314300 

j 


5,888,848800 


12,418,051040 ' 


270,528,205 814 


1896 


20th 


69,W5,429 406 


162,288,138 988 

1 


34,917,314 300 


6,144,531 250 


12,418,0-51040 1 


285,713,464 984 




3mh 
fS'-pt.) 


70,578,112000 


165,133,710000 


37,875,314 300 


6,628,748 800 


12,418,051 040 1 


292,633,936 140 



TABLE IL 

AMOUNT OF THE GOLD COINS ISSUED 
From the founding of the Government Mint in November 1S70 to September ISUt. 



Years 


£0-ifcn piece 1 
yen, ' 


1 

10-yen piece | 


1 

b-yen piece 1 

L 

yen 


2-yfn piece 


\-yen piece 


Total 
yen' 


A.D. 


^tiji 


yen , 


yen\ , 


yen 


1871 


4th 

1 


744,340000 , 


£67,870 000 1 


1,367,680000 


216,218000 


71,631000 1 


2,666,639000 


1872 


5th 1 


176,800000 


J7,730,67o'o00 


64»8,140000 


264,252,000 ' 


177.176000 


23,636,988,000 


1873 


Gth 


» , 


fiTl.KSOOOO 


15,744,625 000 


1,287,038 000 


1,664,112000 


19,367,655000 


1874 


7th ' 








.".,610,410000 1 


0' 


116,302000 


3,756,712 000 


1875 


8th 1 


(i4000U ' 


490 000 


!)08,91000O 


7s!000 


.T9000 1 


910,157 000 


1876 


0th , 


::(),(»S0o<»0 j 


1!),2.-|0 (H>0 


7:n,i3<»ooo 


0' 


138000 , 


770,598 fKX) 


1877 


10th ; 


5SO00O 


:X50 000 


081,355000 1 


356000 ; 


7,246000 1 


689,897 000 


1878 


nth 








505,990 000 1 


0! 


0, 


505,990 000 


1879 


12th 


u 


(1 ' 

1 


426,095000 


". 


«'i ; 


4^6,095,000 


1880 


13th 


2,060 000 


1, .160 000 


a!C,520 000 


174 000 


112000 1 


397,226000 


1881 


14th 


(J 





740,245000 ' 


u 


(1 


746,245 <KJO 


1882 


15th 


(i 


(» 


565,075 000 








565,075000 


1883 


10th 


(1 


u 


54.1,730 000 ' 





"i 


.>43,730000 


1884 


17th 


(1 


(» 


.:68,S40 000 








.->68,840000 


1885 


18th 


(1 


1) 


i,oon,a35ooo 








1,(10.3,036000 


1886 


19th 


(» 


<l 


8W,245000 








899,245000 


1887 


20th 





(1 


8!)fi,515 000 








S9C,515 000 
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Years 


20-yfn piece 


lO-ym piece 


^ytn piece 


2-yai piece 


l-y«i piece 


Total 


A.D. 

1888 


21rt 


yen 



o' 


yen 
828,970000 


yen 



yen. 



yen 
828,970000 


1889 


22nd 








1,760,570000 


u 





1,769,570000 


1890 


SSnl 








1.190,380 000 








1.100,380000 


1891 


24th 








1,080.445 000 . 








1.080,446000 


1892 


2Sth 


1 


° i 


1,315,510 000 








1,315,515000 


1893 


26th 








i,no2,i2r>ooo 








1.302,120000 


1894 


2Tth 


* 240000 


* 110000 


1,382,468521 


* 30000 


* 624 490 


1,381,464031 


1895 


£8th 








1,588,150 475 , 





13 011 


1,588,163 486 


1896 


£flth 


4UO0O 


20 000 


1,138,129 312 : 


4000 


16 577 


1.138,209880 


1897 
(Svpi.) 


30th 
(Sept.) 


200000 


90 000 


631,771 692 

1 


26000 1 


594 902 


632,682 5m 


To 


tal 


944,500 000 


18,691,780 000 


47,138,060000 


1,767,116 000 i 


2,036,656000 


70,578,112 000 



* The.se sums ore to 1)0 deducted in making total estimates. Previous to 1894 
the promissory notes of the Government Mint were included in the estimate of the 
amount of the coins issued, but since that year a change was made to exclude 
those promissory notes and count in only the amount of the coin acUiaUy issued. 
The figures marked with * give that part of the promissorj' notes of the Mint issued 
in 189G, which was not actually exchanged with coin before the end of that year. 



TABLE III. 

AMOUNT OF 1-YEN SILVER COINS ISSUED 
From the founding of the Government Mint in Xovemher 1S70 to September IS.'*:' 



Yc 

A.D. 




l-yen silver 




Subfiidiary sll^ 


•er coins 




Total 


iors 
Melji 


SO-ten 


20-w» 


10-»#tn 
yen 


yen 


(ftubsidiary) 


ytn 


yni 




yen 


J/CTl 


1871 


4th 


2,740,245000 


903,146 


500 


172,446 200 . 


258,6<H 800 


75,073600 


1,409,331,100 


1872 


5th 


944,804000 


1,324,1&1500 


690,156 800 


851,602600 


83,280650 


2,449, IM 550 


1873 


6th 





1,723,866|500 


1,242,8:6 800 


510,995 100 


279.658 600 


3,757,377 000 


1874 


7th 


942.006000 


47,632 000 


004,818 400 


1,022,157100 


390,324 650 


2,004,982 150 


1875 


Sth 


2r.6.898 000 


54 500 

1 


122,547 200 


897,741 900 


319,839200 


1,340,182 800 


1876 


9th 


1,514.629000 


625 500 


1,840,178 400 


1,189.007 500 


277,321 2U0 


3.307,132600 


1877 


10th 


1.152,^73 000 


47 500 


1,039,946200 


1,467,0M 700 


234,175950 


2,741 .::w 350 


1878 


nth 


1,148.530 000 


!l2,li6;500 


r>45,3*»4 400 


C6«,676i300 


S51 ,114 9^)0 


2,o.->;i,3i2:joo 


1879 


12th 


1,913,318,000 








3,442 400 


15,917 500 


i;),359900 


1880 


13th 


5,427,432 000 


89 500 


11) 200 


7 700 


3950 


12()350 


1881 


14th 


2,927.409 000 

















1882 


15th 


5,O89,0(M0O0 








(1 








1883 


16th 


3,636.678000 

















1884 


17th 


3,599,192000 

















1883 


18th 


4,296,620 000 


204,960 000 


841,144 400 


976,323 300 





2.022.437 700 


1886 


19th 


9,0«,^62000 


o' 














1887 


20th 


8,275,787000 


0- 


W»,9o\ 000 


1,042,161 600 





2.001.1126(10 


1888 


21»t 


9,477,414 000 





20.868 000 


723,420 600 





744,288600 


1880 


22nd 


9,295.348 000 





119,916 000 


{V4,302 300 





214,218 3(M) 


1890 


23rtl 


74»2,877,000 



















1891 


24th 


7.518,012:000 







500,0(K» 000 


500,000 OOi) 





1,000,000 000 


1892 


. 25th 


11.187,613:000 


o' 


610,938 600 


500,000 000 





1,110,938600 


1893 


26th 


10,403,477 000 


*'i 


6S!),061 400 . 


1,200.000 000 





1,889,C61 400 


18M 


27th 


20,578,216 616 





900.000 000 


1,100,«K)000 





2,000,000 000 


1895 


28th 


22,107,658541 





1,210,000000 


1,290,0^)0 000 





2,500,000 000 


1896 


■ 29th 


11,408,366831 


0l 


705,000 000 


1,588.000 OUO 





2,293,000 000 


1897 
(Bept.-) 


30th 
(Sept.) 


2,845,571012 


410,000000 


1,505.000 000 


l,O43,(N)O(H)0 





2,958,000 000 


To 


ttttl 


165,133,710 000 


4,706,723000 


14,319,273 000 


16.322.6«»8 100 


2,526.710,200 


37.875,314 300 
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TABLE IV. 

AMOUNT ISSUED OF THE NICKEL AND COPPER PIECES 
From the founding of the Government Mint in Xorejnl>er 1S70 to September ISOs 



Yenrs 

1 


Nickel 


2-ten 


Copper pieces 
l-j«n }i atn 


1-r/n 


Total 
(Copper) 


A.D. 
1871 


ifetji 
4tb 





yen 



yen 



yen 

n 


yen 



yen. 



1872 


6Ui 


(» 

















1873 


6tb 








13,014 860 








1 3,014; geo 


1874 


7th 





78,i)95 160 


2o5,649530 


HO*— 200 , 


6,979160 


425,646150 


1875 


Sth 1 





4^6,705 100 


328,320380 


8.5,189 &«0 


3,718 840 


873,9331960 


1876 


9th • 





516,351 400 


380,4S9'060 


121,462390 , 





. 1,018,302850 


1877 


10th 





661,057 360 


305,1M290 


148,642'600 | 


23 000 


1,115,817 


250 


1878 


11th 1 





513,008380 


302,223600 


90,854350 ' 





906,086330 


1879 


12th 





352,799580 


373,000|3oO 


149,818 530 





875,618460 


1880 


13th 





662,846140 


330,478100 


70,454 470 


810 


1,072,779 


520 


1881 


14th 





769,511 380 


101,230120 


89,&15130 





1,020,392 


630 


1883 


15th 





870,543 740 


191,506J660 


132,294 880 | 


3,632360 


1,197,977 


640 


1883 


16th 


t> 


389,523280 


476,130170 


191,010,310 


14,128150 


1,070,791 


910 


1884 


17th 


1 


241,811 720 


537,027 680 


192,401 ;240 ' 


10,009130 


987,249 


770 


1885 


18th 








468,463520 


156,831,200 , 





624^194 


720 


1886 


19th 








£Cj«,80r980 


159,156120 ! 


0: 


428,018 


100 


1887 


20th 


u 





222,495,800 


178,258270 ' 





400,754 


070 


1888 


21»t 





(1 


2:.8.W!>,390 


128,723 430 





387,372 


820 


1889 


220-1 


1,442,097200 








0' 










1890 


23rd 


1,962,905.150 ' 


0. 


'l 


01 










1891 


24th 


796,239'l00 1 





«l 




j 








1892 


25th 


4-6,614J450 








0' 





0' 


1893 


26th 


426^900 . 





Oi 


G 





« 


1894 


27th 


734,000000 


0^ 





0' ' 








1895 


28th 


51,500000 1 
255,682'460 j 


o! 





o! 








1896 


29th 





^i 











1897 
(Sept.) 


SOth 
(Sept. ) 


1 1 
484,217550 

6.628,748800 


^ 


1 

4.881,741 490 


.."l . 




1 


! ^ 


1 


T< 


>tal 


5,514,053|240 


1,977,7W(760 ' 


44.491550 


12,418,051040 

1 
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SECTIOX II. 

Issue of inconvertible paper money and the circumstances 

that led to its over-issue. 

As narrated in the preceding section, an important step was 
taken toward the adjustment of the disordered state of coinage 
of the latter years of the Shogmiate regime^ when the Imperial 
Government reorganized the coinage system through the pro- 
mulgation of the New Coinage Regulations in May 1871. On 
the other hand, however, the Government w^as, during the first 
years of the Restoration, burdened with the heavy responsibility 
of providing means for defraying the expenses of the Revolu- 
tionary Wars, when there was scarcely any fixed source of 
revenue to reply upon. It was to meet this emergency that 
the Government adopted a plan of issuing paper money, acting 
upon the suggestion of Mr. Mitsuoka Hachiro (now Viscount 
Uri), who had at the time, as one of the Sanyo *, the charge of 
financial matters. It was intended purely as an emergency mea- 
sure. The Imperial Ordinance which was issued in the 19th 
day of the second t 4th month of the 1st year of Meiji, which 
gave reasons for the issue of paper money, runs as follows : — 

The Imperial Ordinance of the 19th day of the second 4ih month 

of the 1st year of Mdji {1868). 

In order to lay the foundations for the wealth of the country, now 
at the beginning of the Imperial regime^ the Government after a general 
deliberation, propose to issue Kinsaisu [paper money or literally, gold 
notes] as an emergency measure for the relief of the universal distress 
among the people. These notes shall circulate throughout the Realm 
for thirteen years, beginning with the present year [i. e. 1868]. The 
regulations concerning the issue and circulation of these notes are also 
hereby promulgated. 

The Government shall later notify the public as to the date on which 
the paper money shall go into circulation. 



* Literally the ** Councilors ", who together with the Gijo, the officials next higher 
in rank, constituted for all practical purposes the Cabinet of the Imperial Government, 
The " Councilors" were chosen from the Samurai class, while the Gijo were from the 
Nobility. 

t According to the lunal calender of the time, there used to occur a double month at 
certain fixed intervals, and this was the year in which the double month occurred. 

2 
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The- l'<-al authoritie> are ixnnmandiii to niaki' known this ordinance 
a* -jj»tilily as p- «->iblo, so that all the {>ooplo, withiuit exception, mav be 
matin :n-.juainted with it. 

I--u^<l <»n the 19th day of the seix>n<l 4th month of the 1st year of 
M^ili hv the I)oijohcan [or USeat of the Im|X'rial Government]. 

1. The Government j?hall make the loan of these notes to Ilan 
[or I)aimio] governments, at their n»t|uest, the amount being 
proportione<l to the revenue of each Han, at the rate of 10,000 
no [or i/cii] for each 10,000 kvku of ritv.* The Han governments 
are inviteil to make application for these loans. 

2- The liquidation of thest^ loans shall Ik* made by yearly install- 
ments, in the same pajKT money, 10 jht cont. of the loans being 
n:ivable at the dosi? of each vear for thirteen vears. 

Mm • V 

3. Thes<» loans iH'inj; ollenMl with a view to laying the founda- 
tions of national wealth, tlie autliorities of the diflerent Hans are 
hereby enjointnl not to >pend the pajKT money thus acquired 
carelessly and wantonly, but to sjK'nd it for the development of 
ibseful industry among the jx»oj>le. 

4. Merchants of Kioto, Osiika and neijrhborhood also may apply 
for the loan at the Paper Money Otliiv; the amount allowed in 
each case l)eing proportioned to the amount of trade carried on by 
these merchant^. 

5. Farmers and merchants living within the jurisdiction of Sai- 
bansholi or in tlu» <lominions of JJaimios may also apply for 
loans; the amount allowed in each casi» lM?ing ]>roiK)rtioned to the 
amount of property jxissi'ssed by each individual. These loans 
shall l)e i)aid back in aimual installments, with interest on the 
principal. 

In matters concenuiig the pnpor nionoy, the peoplt? uf distant provinces 
shall l>c tn.'atcd in the same way as thv n)<>rohants of Kioto and Osaka. 

6. The paper money paid in on yearly installments shall be all 
cancelled, by being cut into pieces at the Treasury Office of the 
Government. 

The installments to be j^aid in on the first year of the loan sliall he aa 
follows : for loans made between Jannary an«l June, 10 per cent., for those made 
between July and December 5 per cent., at the end of that year. 

* The land tax paid in rice was the chief source of revenue with the Ifan govern- 
ments, so that their revenues were always estimated in terms of so many Kokii (a measure 
equal to 4.94 bushels) of rice. 

t Sailwinsho is a name of local government under the immediate jurisdiction of the 
Im]>erial Government, distinguished from the ITan jurisdictions of the time. Literally 
** courts " it conducted both the judicial and administrative business. 
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The object of issuing these notes being to mitigate the tightness of 
the money market now prevailing, the people are earnestly warned not 
to misunderstand the gracious intentions of the Imperial Government. 
Since the paying in of yearly installments is to be made in these same 
notes, these notes are not convertible in specie. 

While thus avowdly the object of issuing these notes was 
proclaimed to be the supplying of capital for the development 
of industry, it can not be gainsaid that another very urgent 
reason was in this w^ay to find the means of supplying a large 
deficit in the Government revenue. These notes were indeed 
what became well known afterward as Daijokwan Satsu, (or the 
notes of Daijokwan)] their circulation was begun on the loth 
day of the otli month of the 1st year of Meiji (1868), coming 
up in amount to 48,000,000 via at the end of the 12th month 
of the 2nd year of Meiji. They consisted of lO-rio, 5-no, 
1-Wo, \'bi(y and l-shn pieces, five denominations in all. On 
the 17th day of the 9th month of the 2nd year of Meiji (1869), 
another Imperial Ordinance appeared in regard to the issuing 
of the ilinbiisho Satsuy or the notes issued by the Home Depart- 
ment. The end sought after was to relieve the current distress 
from the lack of small currency. Hence these notes of the 
Home Department were to be all of smaller denominations, and 
to be issued in exchange for the Dwijohvan Satsu of denomina- 
tions above 1-Wo. 

The Imperial Ordinance of the 17th day of the 9th month 
of the 2nd year of Meiji {1869), 

It is reported that there is much distress among the people of the 
poorer classes, especially in places far from the centres of business, on 
account of the lack of currency of smaller denominations. In order to 
relieve this distress, the Bureau of Commerce of the Home Department 
shall issue at no distant date smaller notes consisting of 2-6u, l-6w, 2-5Aw 
pieces &c. These shall be issue<l in exchange for the larger notes already 
in circulation, and the larger notes thus exchanged shall be all cancelled. 

The date at which the exchange will begin to take place shall be 
duly notified by the Home Department. 

Yet the yearly deficit of the revenue continued to be so 
great that the Government most unfortunately did not keep 
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its promise of cancelling the exchanged notes, and these were 
again ])laced in circulation. The total amount of the 3Rnhnsho 
notes issued before the lOth month of the 3rd year of 3feiji 
(1870) was altogether 7,500,000 rio, and they consisted of four 
denominations of 2'bu, l-bu, 2'shf/ and 1-shu. Again on the 
12th day of the 10th month of the 4th year of 3Ie!ji (1871), 
another Imperial Ordinance appeared relating to the Treasury 
convertible bills ( Okurasho Dakan Shoken), which were issued 
through the Banking Department of Mitsui & Co. The object 
of issuing these bills was twofold; first to fill up a yearly 
deficit of reveiuie, but also secondly to call forth hoarded old 
coins in order to have them recoined into new coinage. The 
ordinance runs as follows : — 

The Imperial Ordinance of the IM day of October of the 

4th year of Meiji [1871), 

Although the work of coining is taking place on an extended .scale 
at the Government Mint at Osaka, it is impossible to rccoin at once all 
the old coins so as to have the new coinage tiike the place of the old. 
While such is the case on the one hand, on the other people seem to 
dislike the 2-5w gold pieces; as a result there is a scarcity of money 
which is causing great distress. The Government luis therefore ordered 
the Banking Department of Mitsui & Co., to issue, on the basis of the 
old coins reserved in the Treasury, 3 million yen of convertible notes, 
consisting of 10-ycn, b-ycn and l-yen pieces. The issuing of these bills 
shall begin on the 15th day of the 10th month. These bills may be 
used in the monetary transactions of whatever kind, and in the payment 
of all taxes, with the one exception of the custom liouse duties. It is the 
intention of the Government to withdraw these bills from circulation in 
exchange for new coins as fast as the latter are produced, yet in the mean- 
time if desired the bills will be exchanged by Mitsui & Co. at any time 
with 2'bu gold pieces. These explanations are offered so that the people 
may treat tliese bills without suspicion, in the same way as the paper 
money {Kinsaisu) previously issued. 

The amount of these bills issued up to the 2nd month of 
the oth year of 3feiji (1872) rose to 6,800,000 yen. They con- 
sisted of the three denominations of 10-y^n, o-yen^ and 1-yen. 

Yet again on the 14th day of the 1st month of the oth 
year of 3Ieiji (1872), another Imperial Ordinance appeared in 
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regard to the issuing of Kailahishi bills, for the purpose of 
defraying the expenses of the Colonial Government {Kaitakushi) 
of Hokkaido (or the island of Yezzo). The Ordinance runs as 
follows : — 

Thi? Imperial Ordinance of the l^ih day of the 1st month 
of the oth year of Meiji {187^). 

The Colonial Government of Hokkaido has ordered the Banking 
Department of Mitsui & Co., to issue on the basis of the old coins reserved 
in the Treasury, 2,500,000 yen of convertible bills, consisting of the 
denominations of lO-yeii, 5-i/en, l-yen, 50-5c?i, 20-s(jn, and lO-sen. The 
issuing of these bills will begin on the 15th day of the 1st month of 
the 5th year of 3[eiji (1872). These bills shall be used in the same way 
as e<)ins in all monetary transactions of whatever kind, and in the pay- 
ment of all taxes with the one exception of the custom house duties. 
They are of exactly the same appearance as the Treasury bills, except 
that they liave on their faces the seal of Kaitakushi [the Colonial Gov- 
ernment of Hokkaido] and that of the Vice-Chief of the Colonial Gov- 
ernment. They will be exchanged at the offices of Mitsui & Co., in 
Tokio, Osaka and Hakodate, with the new coins when the latter are 
ready, but in the meantime any one may apply at those offices and get 
these bills exchanged with the 2-6u gold coin. These explanations are 
offered so that the people may treat these bills without suspicion, in the 
same way as the paper money {KirisaUni) previously issued. 

The total amount of these bills issued was 2,500,000 yeii 
consisting of the denominations 10-yen, 5-y^/i, 1-yen, 50-sen, 
20-8en, and lO-sen. 

Previous to this in the 7th month of 4th year of Meiji 
(1871), the system of feudalism which split up the country 
into hundreds of semi-independent princedoms (called Han or 
Daimio) was abolished and the centralized Imperial Adminis- 
tration ushered in. As a result of this sweeping change, the 
Imperial Government was obliged to take over the various 
kinds of paper money issued by the Han governments. Not 
only were these old Han notes of very crude workmanship, 
but also they consisted of all shapes and kinds, there being 
some 1,600 varieties. They could not be allowed to circulate 
indefinitely and some means of adjustment had to be found. 
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Besides the Daijokioan notes and other three kinds of paper 
money were also of very inferior workmanship, so that several 
attempts had been made at counterfeiting. The Government 
determined, therefore, to exchange all these notes for the paper 
money of more skillful workmanship, and in the 10th month 
of the 3rd year of Meiji (1870) entrusted the manufacture of 
the new paper money to a certain manufacturing firm at 
Frankfurt, Germany. On the 27th day of the 12th month of 
the 4th year of Meiji, the following Imperial Ordinance was 
issued relating to this new paper money : — 

The Imperial Ordinance of the 27th day of the 12th month 

of the 4th ymr of Meiji {1871). 

Owing to the crude workmanship of the paper money issiuKl s^ince the 
Rejitoration, e. g. the Daijohwan and Mimbuffho notes, various attempts 
have been made at counterfeiting. Besides, the ditVerent kinds of Ifan 
notes are all limited in their spheres of circulation, so that not only great 
inconvenience, but mischiefs of all sorts have come to prevail. For these 
reasons the Imperial Government intends, notwitlistanding the fact that the 
Government is now labouring under heavy expenditures, as well as the 
great expensiveness of the undertaking, to order the manufacture of new 
paper money of skillful workmanship, consisting of the denominations 
of 100-7/e?i, 50-yc«, 20-?/e7i, lO-yen, b-yen, 2-yeny \-yen, oO-sen, 20-seny 
lO'Sen and 5-w??. From the loth day of the 2nd month of the 5th 
year of 3Ieiji (1872) this new paper money will t>e issued, for the present 
consisting of l-yen, oO-scny 20'8ai, and lO-sen notes only. When a 
sufficient supply of it comes to hand, measures will be taken for the 
exchange of all the Government and Haii notes, respecting which a 
further notification may be issued by the Government. 

These explanations are now made so that there may be no misunder- 
standing on the part of the people in regard to the nature of the new 
paper money or to the gracious intentions of the Government. This 
Ordinance is accompanied by samples of the new paper money. 

Previous to this, both the Daijokwan and 3Hnhu8ho notes 
had been made convertible with specie, as will be narrated 
immediately, by the Imperial Ordinance of the 28th day of 
the oth month of the 2nd year of Meiji (1869) ; yet these were 
now exchanged with the new^ inconvertible paper money there- 
by nullifying this Ordinance. The convertible bills of the 
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Treasury and of the Hokkaido Colonial Government, though 
not mentioned in the foregoing ordinance were also exchanged 
with the new paper money. Thus the entire paper currency 
of the country, without exception, became inconvertible. 

When the Imperial Government issued paper money, 
one great difficulty it had to contend against from the very 
start was the difficulty of securing credit for such currency. 
The various kinds of paper money issued by the Han authori- 
ties had already much depreciated in value ; in some cases they 
were even disowned by the governments which issued them. 
It was difficult for tlie people to dissociate in their minds their 
sad experiences of a few years before from the new paper 
money. This was probably one chief cause of the enormous 
depreciation of the Government paper money of all kinds. 
After various attempts at securing credit and circulation, in 
which expostulations and threatenings were alternately used, the 
Government, seeing the impossibility of keeping the price of 
paper and of specie on a par, finally yielded, and made public 
recognition of the diflference in price of paper and specie. 
But that was merely temporary : for in 1869, by the Imperial 
Ordinance of the 28th day of the 5th month of the 2nd year 
of 3feijiy the period of circulation of the Daijokwan and 
JEnbiisho notes was shortened, being limited to five years; 
and the Government pledged to regard them, after the expira- 
tion of that period, as Government bonds bearing six per cent, 
interest. The following is the text of the Ordinance : — 

The Imperial Ordinance of the ^Sth day of the oth month 

of £nd year of Mdji {1869). 

The public has been already notified that, since the Government 
intended to take measures for the conversion of paper money, the dif- 
ference of price between paper and specie would cease to be recognized, 
and that the paper money would be circulated on a par with specie. It 
has now been decided after a deliberate consultation witli all the princes 
of the Empire, that in order to lay the financial foundation of the 
country firmly and securely an immediate step will be tiiken for the re- 
demption of the paper money {Kinsatfnt), every available means being 
used for the purpose ; so that during; the interval between the latter part 
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of this year and the 5th year of Jleiji the new coins will be made and 
exchanged for paper. For the notes still in possession of people, after the 
expiration of the period, the Government will pay the interest of 6 per 
cent, per annum. Those who act in contradiction to the spirit of this 
Ordinance, shall be punished according to the following regulations: — 

1. A person who takes premium in the exchange of paper with 
specie shall pay a fine in amount equal to the premium taken; 
the person who paid the premium shall pay a fine equal to one 
half the amount. 

2. A person who takes premium for the second time shall pay a 
fine in amount equal to twice the amount of the premium; the 
person who paid the premium shall pay a fine equal in amount 
to the premium. 

It follows from the above mentioned regulations that persons who 
refuse to take paper money, or make attempts to obstruct the circulation 
of the same, sliall be fined in proportion to the magnitude of the guilt. 
While the officials in charge shall exercise all diligence to find out 
guilty persons, the people on their part shall report without hesitation 
cases of misdeed, sending in WTitten statements in blank envelopes. 
Eighty per cent.of the fines levied shall be given its a bonus to such reporters. 

The Government determined, in pursuance of the policy 
contained in the foregoing Ordinance, to issue Government 
bonds called Kinsatsit (paper money) exchange Bonds, bearing 
6 per cent, interest ; the plan being to issue these in exchange 
for paper money, in order to withdraw^ the latter from circula- 
tion, and then to encourage the establishment of banks which 
should issue convertible notes on the security of these Gov- 
ernment bonds. 

The Government hoped that in this way the outstanding 
evils of the fiat currency would be sw^ept away. Accordingly, 
there were issued Imperial Ordinance No. CCCXLTX, of the 
15th day of the 11th month of the 5th year of Meiji, concerning 
the National Bank Regulations, and Imperial Ordinance No. 
CXXI of the 30th day of March of 6th year of iVeiji (1873), 
concerning the Regulations relative to tlie JCmsatsn-'Exchnuge 
Bonds. Now according to these Ordinances, the amount of the 
national bank notes to be issued was set down at 100,000,000 
yen. The National Bank was first to bring to the Government 
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paper money equal in amount to six tenths of its capital, for 
which the Government was to deliver in exchange the same 
amount of the ^n^ai^^^-Exchange Bonds bearing 6 per cent, 
interest, and these the bank was again to take to the Govern- 
ment to be deposited as security for the same amount of the 
bank notes to be delivered; four tenths of the capital w^as to 
be in specie and kept as reserve for the conversion of these 
notes. The Government intended to retire all the Government 
paper money hitherto issued in exchange for these notes, but 
unfortunatelv that intention could not be carried out. For the 
specie was getting scarce, owing to the presence of the large 
amount of inconvertible notes, so that as soon as the conver- 
tible bank notes were issued, so much demand w^as made on 
the banks for exchange, that these notes never obtained any 
extensive circulation ; and no more than four national banks 
could be established. The amount of notes they issued never 
rose much above some two millions of ye7i. The Government 
now sought the means of relief in another direction. About 
this time the Government issued some 174 millions of ye7i of 
the Hereditory Pension Bonds, to take the place of the annual 
pensions of the Dawiio and Samurai classes, hitherto paid in 
rice. It was the intention of the Government that these bonds 
should be made the capital of National Banks and that those 
banks should be authorized to issue notes. In this way, it was 
believed that the needv Samurai would obtain a means of 
livelihood, w^hile the economic market would be supplied with 
the much needed capital in the form of bank notes. It is 
needless to notice that these ideas were based on an erroneous 
notion that capital and currency were interchangeable terms. 
The Government, however, with these ends in view, by 
Imperial Ordinance No. CVI, of August 1876, made certain 
amendments in the national bank regulations, so that it now 
became possible to establish a national bank with power to 
issue notes without specie deposit at all. To be particular, the 
total amount of notes which the national banks might issue 
was limited to 34,000,000 yen ; a bank might place as deposit 
in the Government Treasury any kind of Government bonds 
bearing interest at 4 per cent, and upward, to the amount 
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e(|ualling eight tenths of its capital, in order to be able to issue 
bank notes equal to the amount of that deposit; at the same 
time the conversion reserve for the notes issued was reduced to 
but two tenths of the capital, and moreover this might be in 
anv kind of currencv. Thus the national bank notes were 
changed from being convertible in specie, into being conver- 
tible in currency ; and since the currencv of the time was 
inconvertible Government paper money, these bank notes too 
became another kind of inconvertible paper money. 

The Government pa|)er money now reached an enormous 
amount. In 1872 and 1873 the Government had issued, 
for the purpose of filling up the deficit of revenue some 
8,525,000 yen. In December 1877 there were altogether 
93,835,000 2/^/2 of the Government paper money in circulation. 
But this large amount was yet further increased by the issuing 
of another batch of 27,000,000 yen at the close of the year to 
meet to expenses of suppressing the Rebellion in the south 
western provinces. Imperial Ordinance No. LXXXVII of 
the 27th of December, 1877, under which the last mentioned 
issue was authorized runs as follows : — 

The Imperial Ordinance Xo. LXXXVII, of the 27th day of 
December of the 10th year of Meiji [1877), 

1. On account of the vas?t expenses needed for the tfuppression 
of the Rebellion in the region o{ Kiushu, which can not be de- 
frayed from the ortlinarN- revenue, it is herebv notifiecl that the 
Government will issue 27,000,000 yen of paper money, out of the 
paper money reserve kept for the exchange of worn out paj)er 
money. 

2. Since now 27,000,000 yen will be issued for circulation, out of 
the paper money reserve kept for the exchange of worn out 
paper money, the small notes to the amount of about 27,000,000 
yen now in circulation, consisting of 50't(en, 20-sen, and lOsen 
pieces, shall be henceforth exdianged for subsidiary silver and 
copper coins, — the process of exchange taking place gradually 
within the period of fifteen years, from 1878 to 1892 inclusive. 
As fast as these smaller notes are drawn in exchange for coins, 
thev shall be cancelled, and that fact shall be duly notified to 
the public. 
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3. Thus while these 27,000,000 yen of paper money are to be 
exchanged gradually for coins during the next fifteen years, yet 
in the meantime they shall be exchanged on application for 
Kinsatsii (paper money) exchange bonds, bearing 6 per cent, 
interest, and tlie paper exchanged shall be cancelled immediately 
and the fact thereof publicly notified. 

In this way rose step by step the amount of paper money 
issued by the Government until by the end of January 
1878, it reached to some 120,835,000 yen. Besides these the 
Government got into the habit of making temporary issues from 
the jiaper money reserve to fill up temporarily the deficits in 
the revenue (this paper money reserve being a large stock of 
unissued paper money, kept for the exchange of worn out 
notes). And since after 1878 the amount thus issued averaged 
as a rule about 20,000,000 yeii a year, this much must also 
be regarded as added to the amount of paper money in 
circulation. 

Moreover after tlie introduction of the amendments in the 
National Bank Resrulations as mentioned above, the number 
of National banks ra[)idly increased, which brought about an 
increase in the amount of bank notes, so that in April 1880, it 
rose to 34,420,000 yen. The issuing of so large an amount of 
inconvertible paper money naturally brought about results 
disastrous to the healthy financial development of the country : 
prices rose enormously, the imports came to always exceed the 
exports, the specie daily left the country for abroad, people 
contracted luxurious habits of life, businessmen ran wild in 
speculation. All these evils reached their climax in the years 
1880 and 1881. The amount of inconvertible paper money 
in circulation reached its highest point in January 1880 as 
may be seen from the figures given below according to the 
returns on the last day of that month. 

f/en 

Government paper money .... 113,831,709 

Reserve paper money temporarilv 

issued \ 22,188,116 

Notes of the National banks .... 34,137,652 

170,157^477 
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The following eight tables, VI, VII, VIII, IX, X, XI, 
XII, XIII, are adjoined for reference concerning the statements 
containefl in this section. 



TABLE VI. 

AMOl'NT ISSUED .\ND REDEEMED OF TOE 

GOVERNMENT PAPER MONEY 

Irom 1:>'JS to 1<>I. 



Year« 


AlliOUDt l5^Jt<l 

•:4,(C7^'*'»«liTi» 


Amouut 
redeemed 


Balance »hi-t«-ing 

the an^oiint in 

cimilatti^n 

ir4jXTr.ny.Mi.> 


An:nunt t^mpon- 
nly :s«ue^ luit nf 
the Pm per Money 

II 


T<>T»1 aniount of 
tl:«* <ioverniu(-nt 
l*ar«r Money in i 
vimilalion 


A.Z: 


lit 


ycN 
i:4.-J07,3a»'iIi3 


Ijfl^ 


2al 


i6.ftVJ,477 37.>*) 





r*Mn*).<c7 i*'7r» 


u 


w.nsio,?C7 1?75 


1*T'» 


zn 


o.-KW.irS^Li'il 


v 


^ -'ivOLiO.'.M) t^M» 


i.i 


rwijjuo^ttti) lOi^ 


1«T1 


4th 


4,77S.O0Oi»O« 


u 


0)^l',rt>» «•» 


•i 


0U'7i.<»i»(*» 


1?T2 


l<h 


4^?i«/]i(»)«UW 


M 


e4,S»i,(U) 0«a) 


3.6tW.»tUiM* 


r.S40o^w)ouoo 


1«73 


Vh 


i:?,:5S>j£>:r^*ji) 


S.-c\?4."»«^t?i» 


77,isl.ni4i»» 


11.<^^>,W«»A*^» 


«<*JJil.014i5>3 


1*1* 


7th 


i4.cr.;i:<.>iuo 


1,1 ll/C" 42^01) 


!M.N)i,:j|>|.'?W 


ll.«l».iWi^l^* 


lOl.I^AM^^*) 


1-T5 


.i:h 


5.443^ 6 Wnw 


l.t 61,731 «j:4> 


I^1,C^•J,!^C9IC« 


7.7^*.c^^*n[^ 


!»,n71,sail»76.> 


l'T« 


•th 


ftl<»,.'61 .'v:7ui) 


* l,5ia>,7i>0*J^\W 


i<;.n.:^.i.-fi;r.N> 


ll.*:4,4i6t4C» 


liV-.,147,JJft.'7CtS 


1*77 


li»th 


513.tC4 i:»»57.5 


i;tS<«i7o 


!C.s-^.->.7«twr« 


ll'.61.niT«7A) 


ni:i,7!*7.oy'2:345 


1^7S 


llh 


i;7,0»O.i«i|'^'7j 


l.««,i«»»4»fc:5 


119,'=i0.47">:?M'> 


1»/.1*,11667.'V 


liUl'«.-'i!eu570 


1*79 


litb 


1.717 4.'i'riiU 


5.61 1.SS? 14«XiO 


114.1: M.-HMfJ-iiii 


:»>.11''.110 67:^» 


i:^.i.:'ii*,«.rjirwVni 


I'W 


i:nh 





.■•.77^.4.^>30U0O 


l«W.41iV'»»l>A» 


i6/«^.r.6*m» 


li4.«v|i».4«58.V0 


K*l 


HTh 


i> 


l\:«>7.174 a^rt) 
17/..'}ii.4i>i*onJlrt 


l't".«iO,l''4t«>irt 



li 


lI'i.«aM:\4«.<i» 


T-.tal 


ii?.ii3.V(: .-...Sii 


• 1 



*For particulars aKoiit this item, seo tbo foot nou* on inMo XIV at the oiul of 
.section III. of ihis cliapter (also comjvire tV.is lal'h.' in iri-iienil with tal.h* XIVi. 



TABLE VIL 

AMOUNT ISSUED AND REDEEMED OF THE NATIONAL BANK NOTES 

From Sej'fcmU'r 1S7J to ISSL 



Y 


ears 

MeVi 

Otli 


Amount i^iied 

yen 
1.302.21(MXM> 


Amount mdfemed 



Balance. Amount in 
Circulation 


A.I). 

1873 


1,302,210000 


1874 


7tii 


032.7; 'IMXK) 





1.095,noiHK)0 


1875 


gth 


(» 


r>7.3,00<.MXK) 


1,420,(X)0000 ' 

1 


1S76 


iptU 


324,CK.X)0(.K> 





1,744,000000 


1877 


10t»» 


11,008.751000 





13,352,751 000 


1878 


11th 


12,02r,,25oOOO 





20,279,000000 


1879 


12«^» 


7.707,0(»8(K)0 





34,040,014 000 


1880 


13*1^ 


380,337 O^K) 





34,420,351000 i 


1881 


l^th 





20,533 Ol-O 


34,390.818000 



Xotc: — Coiii|iare this tahh* with taMe X^^ 
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TABLE VIII. 

AMOL'XT OF GOVEKXMKNT PAPER MONEY AND BANK NOTES 

IN CIRCULATION AND OF THE SPECIE RESERVE 

AT THE END OF EACH YEAR 

From K^fJS to JSSl, 



Years 


Governmont paper 


Bank notes 


Total 


Specie reserve 


A J). 


Ilefji 


if<n 


t/en 


ye"' 


Vf»l 


1808 


1« 


24,087,;J80 8125 





24,037,380 8125 





1809 


2nd ' 


50,000,807 1875 





50,000,807 1875! 


10,011040 


1870 


3rd 


55,500,0000000 





55,600,00000001 


89,873258 


1871 


4th ' 


JiO,272,0O00O0O 





00,272,0000000' 


101,287:227 


1872 


5th 


08,400,0000000 





08,400,0000000 


14,700,800 504 


187a 


0th 


88,281,0142340 


1,302,2100000 


80,043,224:2340 


14,810,127 101 


1874 


7th . 


101,802,0043000 


1,005,000,00(K) 


103,707,3043000 


18,483,088 704 


187o 


8th 


00,071,800 0705 


1,420,0000000. 


101,401,800 0705' 


14,004,027 845 


187»'» 


9th 


105,147,582 7025 


1,744,0000000 


100,801,5827025 


15,171,224 300 


1877 


lOtb 


105,707,0023345' 


13,352,751,0000 


110,150,843'3345 


15,115,405077 


1878 


11th 


130,418,5020570 


20,270,0000000 


105,007,5080570. 


17,837,720 209 


1870 


loth 


130,308,021 3550 


34,040,0140000 


104,354,0353550. 


0,007,870019 


1880 


13ii» 


124,040,4858550 


34,420,35l'0O0O 


150,300,8308550^ 


7,100,810 402 


1881 


14th 


118,005,1040820' 


34,300,8180000, 


153,302,0120820; 


* 12,000,570200 



*This sudden increase of the s])ecie reserve is due to the eH'orts made hy Count 
Matsukata, Minister of Finance, to draw in specie. 



TABLE IX. 

AVERAGE MONTHLY p:XCHANGE RATE OF PAPER MONEY 

FOR GOLD AND SILVER YEN 

From ISa^ to JSSl. 



Y'cars 



1808 



i (!•' ycuT Meiji) 



Months 



January 

February 

March 

April 

Mav 

* 

June 
Julv 
August 
September 
October 
November 
December 
Average 



For one gold i/en 


1 


Fo 


r one f 


ilver ///.'/ 


> 


yt.n 


yen 





(For 


one 


Mexican 


dolhir) 741 









do. 


744 









do. 




720 









do. 




720 









do. 




030 









<lo. 




077 









do. 


000 









do. 


750 









do. 


707 









do. 


780 





. 




do. 


823 









do. 


871 









do. 




748 
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Years 


Monti 




18C0 




(2nd 

1 

1 


year 3feiji) 
1870 


January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
Decoml)er 
A^erage 


1 

1 
1 

1 

1 

1 


year ^f€iJ^) 
1871 


Januarv 

• 

February 
March 
A]tril 
Mav 

• 

June 
Julv 
Au;^Uht 
September 
October 
November 
December 
Avemge 


; (4th 


year ^fl'ij^) 
1872 


January 

February 

March 

April 

Mav 

• 

June 
July 
Aui^ust 
September 
October 
November 
December 
Avenige 


(5»»» 

1 


year Meiji) 


January 

February 

^larch 

April 

Mav 



For one gold i/en For one silver j/en 



t/en 



yen 
(For one Mexican dollar) 807 





do. 


OIG 





do. 


802 





<lo. 


800 





do. 


801 





do. 


040 





do. 


022 





do. 


054 





do. 


1 070 





do. 


1 003 





do. 


1 077 





<lo. 


1 040 





do. 


002 





do. 


1 047 





do. 


1 022 





do. 


1 028 





<lo. 


1 073 





do. 


1 057 





do. 


1 053 





do. 


1 044 





do. 


1 028 





do. 


1 017 





«lo. 


1 014 





do. 


1 005 





do. 


1 007 





do. 


1 033 





do. 


1 010 





do. 


1 012 





do. 


1 003 


{) 


do. 


1 007 


{) 


do. 


1 000 





do. 


072 





do. 


055 





do. 


032 





do. 


881 





<lo. 


04G 





do. 


1 004 





do. 


1 000 





do. 


078 





do. 


1 010 





do. 


1 037 





do. 


1 029 





do. 


1 000 





do. 


077 
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18T2 
{5"^ year MefJ'} 



1875 
(B"> jear Sftiji) | 



July 

August 

Septenili«r 

Octolwr 

November 
neccinber 

Jniinarv 
tVl.riMiry 

April 

Mny 

Jmif 

July 

August 

Septcmljet 

October 

November 



Febninrj 
Marcb 
A|.ril 
May 

JllUC 

July 
August 
September 
Ocl»lH?r 
Xoiemlicr 
December 
Avornfic 

January 






August 
Sept em be I 
October 



I 000 
1 000 



1 001 
I 001 

1 003 
1 003 



1 003 
1 012 
1 009 
1 005 
1 005 
1 008 
1 001 

1 000 
1 DOS 

l[009 
11018 . 
1 018 
1007 
1 010 

i'a>5 



1 000 
1 040 
1 040 
1 051 
1 057 
1 030 
1 018 
1 019 
1 025 
1 029 
l!u28 
X'027 



1 012 

1 017 
1 040] 



1 038 

1 086 
1 047 
1017 
1 044 
1 044 
1 OitS 



1 0!(5 
1 015 
1 014 
1 010 
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Ytiars 



1875 
(8*** year Jfe(ji} 

187C 
(O*** year Ma'ji) 



1877 
(10'\vear .¥<'///) 



1878 
[IV^ your Mviji) 



1870 
: flS**" year Jfeiji) 



Months 



Xovcmbor 

Decomlier 

Ave nipt' 

Jammrv 
FiOinijirv 
Mareli 
April 
Miiy 
Juno 
Julv 
Au;;iist 
Sfpteiiilier 
October 
Noven»l>fr 
Decern brr 
A veniire 

Janurirv 
Ft'liruarv 
Marcli 
April 
May 
June 
J Illy 
Aujjfust 
September 
October 
November 
December 
Avcra«r^* 

Jjimuirv 
February 
Murcli 
April 
Mj.v 
June 
Julv 
Au;;ust 
S<»ptembor 
October 
November 
December 
Averaj^e 

Januarv 



Fur one pt>M i/eu 



VitT oin» silver jyt/.' 



l/rn yen 



1 002 


1 For one MfXicAii 


dollar) 1 (N)ti 


1 007 


<lo. 


1 009 


1 008 


do. 


1 (►20 





do. 


1 01(5 


1 0^2 


ilo. 


1 023 


1 040 


do. 


1 002 


1 035 


do. 


1 tH)5 


1 024 


do. 


000 


1 0:il 


«lo. 


one 


1 o2«; 


d«i. 


0N7 


1 (KXi 


do. 


053 


1 (KK) 


do. 


048 


1 (m 


ilo. 


077 


1 (KX) 


do. 


080 


1 <MK> 


do. 


081 


1 010 


do. 


^.i80 


1 (H)0 


d(». 


1 om 


1 (X)O 


do. 


1 037 


1 oia 


do. 


1 o2t; 


1 020 


do. 


1 084 


1 01 a 


do. 


1 015 


1 018 


do. 


1 024 


1 071 


<lo. 


1 034 


1 (Hi8 


do. 


1 052 


1 07,^ 


do. 


1 053 


1 001 


do. 


1 043 


1 iW, 


do. 


1 037 


1 o»'.o 


do. 


1 om 


1 04O 


do. 


1 038 


1 081 


do. 


1 049 


1 104 


do. 


1 075 


1 lao 


do. 


1 105 


1 100 


do. 


1 07C 


1 080 


do. 


1 000 


1 007 


do. 


1^008 


1 121 


do. 


1 008 


1 150 


do. 


1.078 


1 185 


do. 


1 110 


1 2tJ2 


do. 


1145 


1 255 


do. 


1 131 


1 Sir, 


<lo. 


1 217 


1 158 


do. 


1 099 



1 3»i7 



do. 



1 2i: 
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Years 


Months 


For one gold yen 


For one silver yen 


1879 




1 

yen . 


1 

yen! 




(12«> year Meiji) 


February 


1,419 


(For one Mexican dollar) 1 ' 246 




^farch 


1 446 


do. 1 261 




April 


1 414 


do. 1 ' 247 

1 




May 


1 324 


do. 1 : 161 




June 


l|239 


do. 1 ! 102 




July 


1 242 


do. 1 ' 121 




August 


1 , 268 


do. 1 ; 172 




September 


1 i 256 


do. 1 1 158 




October 


1'329 


li283 




November 


l!361 


11286 




December 


ikoo 

i 


1 336 




Average 


1 339 


1 212 


1880 










(13«^ year Mefji) 


Januarj' 


1,428 


1 865 




February 


1,475 


1 889 




March 


1|519 


l'435 




April 


1 612 


1 549 




May 


1 461 


1 373 




June 


1 489 


l'367 




July 

• 


1,505 


1 878 




August 


1490 


1 887 

1 




Septeml)er 


liSlO 

1 


i;489 




October 


1 754 


1,651 




November 


1 828 


1 686 




December 


1 808 


1 669 




Average 


1 573 


1 477 


1881 










(14*'» year Meiji) 


January 


1 892 

1 


1 728 




Feljruary 


1^920 

1 


l'746 




March 


1 930 

1 


1 774 




A pril 


j 1 924 

1 


1 796 




May 


1,734 


1620 

1 




June 


1^751 


1 626 




July 

• 


1 , 768 


1 628 




August 


1 ' 792 


1 629 




September 


; 1 ' 838 


1 690 




October 


1 897 


1 784 




November 


' 1 838 


1 692 




December 


1 840 


1 , 695 




Average 


1843 


1 1 696 



Kotes : — 

1. Among the exchange rates for gold yen mentioned in the Table, those for Sep- 
tember 1875 and January 1876 are missing. Whether the reason be that there 
was no change in the rate from that of the month previous, or that for these 
months there was no rate of exchange fixed, it can not now be ascertained. 
During 1878, the 2-bu gold piece was used as the standard of value in the ex- 
change of new gold coins, after which year paper money has been used. 
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The prire of pap<*r as ajrainst silver was estimated till December 13tli, 1879, in 
silver momme (so many inommes and fnictioiis of a momme for one Mexican 
<lollar) [The li^nircs on ihe table were obtained by re<lucing the mommes into 
yen, sen and r//^] 

From 1H»'»8 to 1873, 2-lni pold pieces were used in the exchanjje of Mexican 
dollars, but al^er 1874 the Government j>ap<.T money. The nites of exchange 
piven above are up to Septenib«'r 1871» as ai^inst Mexican dollars, after that, 
since the Mexican dollar and the silver ^e/i came to be on a par, the rates are as 
a;:ainst the silver ^c;*. 



TABLE X. 

THE KATE OF INTEREST IN TOKIO SINCE THE 
1ST YEAR OF MEI.JI (1868). 



1868 (1'* year M*:iji) 
1860 (2'"* „ „ ) 

1870 (a^* „ „ ) 

1871 'A'^ „ „ ) 

1872 (5'»» „ „ ) 

1873 {tV^ „ M ) 




14.00 
13.50 
13.80 
14.00 
13.50 
12.80 


Years 

1876 (O^** Mciji) 
Ftjbruary 
Mareli 
April 
May 


niRbest 
jttr cent. 

15.00 
15.00 
15.00 
15.00 


Lowest 
jfKi- rrnt. 

10.00 
10.00 
07.00 
12.00 


Average 


j»«r wnt. 

12.20 
12.30 
11.80 
12.20 


Yearfl 


HiglieM 


LowMt i 


Avenijre 


June 
Julv 


12.00 


06.00 


10.70 
12.00 










13.o0 


09.00 


1874 (7^ Mdji) 


per ctnt. 


jvrcrn/. 


jter rent. 


A u^^ust 


15.00 


12.00 


13.80 


January 


15.00 


12.00 . 


14.20 


September 


18.00 


09.00 


14.00 


February 


15.00 


12.00 


14.00 


October 


15.00 


08.00 


10.90 


Mareli 


15.00 


12.0<^ 


13.70 


Noveml^er 


12.00 


10.00 


11.20 


Aju-il 


18.00 


12.00 


13.70 


December 


12.00 


07.1 K) 


10.30 


May 


15.00 


12.00 


13.10 


1877(lO*M/r/j7) 








June 


15.00 


12.CH3 '■ 


13.70 


January 


12.00 


10.00 


10.80 


July 


15.00 


12.(H) 


14.00 


Ft'bruary 


10.00 


lO.iK) 


10.00 


August 


12.00 


06.00 


11.30 


March 


10.00 


10.00 


10.00 


September 


15.00 


06.00 


11.70 


A|»ril 


10.00 


10.00 


10.00 


Octo])er 


15.00 


10.80 


11.90 


May 


10.00 


10.00 


10.00 


November 


18.(X) 


10.80 


12.60 


Juno 


10.00 


10.00 


10.00 


December 


15.00 


OD.W , 


11.70 


Julv 

• 


10.00 


10.00 


10.00 


1876 (S'^ Jfcfji) 








A UplHt 


10.00 


10.00 


10.00 


January 


12.00 


09.00 ' 


11.40 


S«.'pt ember 


10.00 


10.00 


10.00 


February 


12.00 


OO.(H) 


10.20 


October 


10.00 


10.00 


10.00 


March 


15.00 


07.00 ' 


11.90 


November 


10.00 


lO.(H) 


10.00 


April 


18.(H> 


10.00 


12.70 


December 


10.00 


09.00 


10.00 


May 


15.00 


00.00 ■ 


12.20 


1878(ll^.Vt'/;7j 








June 


12.00 


10.70 


11.50 


January 


10.00 


10.00 


10.00 


July 


12.00 


07.00 


11.50 


February 


lO.(K) ; 


09.00 


10.00 


Au^^iist 


15.00 


10.80 


12.00 


March 


1(».00 


09.00 


10.00 


September 


15.00 


'■ 09.00 


10.90 


Ai»ril 


10.00 ■ 


1(».00 


10.(X) 


Ocrtolier 


15.00 


10.80 


12.10 


May 


10.00 

1 


10.00 


10.00 


November 


15.00 


1 12.00 ; 


13.50 


June 


10.00 


08.00 


10.00 


Decembi-r 


, 12.(K> 


07.00 


11.70 


July 


10.00 ': 


10.00 


10.00 


1876 lO*** J/i'/>-) 








August 


lO.(K) 


10.00 


10.00 


January 


15.00 

i 


09.00 

1 I 


12.80 


September 


12.00 


10.00 


10.30 
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Ycarfl ' 
1878(ll*^Vc(/l) 


Higheet 


Lowest 
peremt. 


Average 
jierctnt. 


Years 

1880(18'^Vcy7j 


Highest 


1 
lowest ' 


Average 


percent. 


percent. 


1 
per cent. 


per cent. 


October 


12.00 


09.00 


10.50 


. May 


15.00 


12.00 


12.50 


November 


15.00 


10.00 


11.80 


June 


15.C0 


12.00 


12.50 


December 


15.00 


10.00 


12.G0 


July 


18.00 


12.00 


13.50 


1879(12"'.Yei;7) 








August 


18.00 


09.00 


14.40 


January 


15.00 


10.00 


12.40 


September 


18.00 


09.00 


13.90 


February 


15.00 


10.00 


11.90 1 


October 


18.00 


12.00 1 


13.30 


March 


15.00 


10.00 


12.10 


November 


18.00 


10.00 


18.80 


April 


15.00 


08.00 


12.10 


December 


18.00 


12.00 


13.80 


May 


15.00 


08.00 


11.80 


,1881(14«^VeO'ij 




1 




June 


15.00 


09.00 


12.80 


! January 


18.00 


10.00 


13.40 


July 


15.00 


10.00 


12.20 


February 


; 18.(K) 


12.00 , 


14.50 


August 


15.00 


10.00 


12.00 i 


i March 


18.00 

1 


10.80 


18.80 


September 


15.00 


10.00 


12.S0 


April 


' 18.00 


12.00 


14.40 


October 


15.00 


09.00 


12.00 


May 


1 18.00 


12.00 


14.20 


November 


15.00 


09.00 


12.70 . 


June 


18.00 


12.00 


18.80 


December 


15.00 


09.00 


12.20 


July 


18.00 


12.00 


14.00 


1880{\S^Meiji) 






1 


August 


18.00 


12.00 1 


14.10 


January 


15.00 


10.00 


12.00 


September 


18.00 


12.00 


14.00 


February 


15.00 


12.00 


12.50 


October 


18.00 


7.20 


18.70 


March 


15.00 


12.00 


12.70 


November 


18.00 


12.00 


14.10 


April 


15.00 


12.00 


12.60 


1 

December 


18.00 


12.00 ' 


14.10 



Notes : — 

1. The figures in the above ta])le, before 1873, are based on the result ot resear- 
ches conducted by the Mitsui Bank and give the average rate for December 
of each year. 

2. The figures after 1874 are based on the researches of the Tokio Bankers' 
association, and they give the rates of interest for loans of the amounts above 
IflOOyen and below 10,000 ytVi. 
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TABLE XIII. 

TABLE SHOWING THE EXPORTS AND THE IMPORTS OF COMMODITIES. 

From ISGS to ISSl. 



Years 


Exports 


Imports 


Total 


1 
Balance 






yen 


yen 


yen 




1868 ( 1-' Meiji) 


15,653,473 


10,693,072 


26,246,546 


4,860,401 


1869 ( 2°* 




12,908,978 


20,783,633 


83,692,611 


* 7,874,665 


1870 ( S"! 


V 


14,643,013 


38,741,637 


48,284,660 


* 19,198,624 


1871 ( 4"» 




17,968,609 


21,916,728 


39,885,337 


♦ 3,948,119 


1872 ( G"* 




17,026,047 


26,174,815 


43,201,462 


* 9,148,168 


1878 ( 6»»' 




21,635,441 


28,107,890 


49,742,831 


* 6,471,949 


1874 ( 7"» 




19,317,300 


23,461,814 


42,779,120 


* 4,144,508 


1876 ( S*** 




18,611,111 


29,975,628 


48,686,739 


* 11,864,517 


1876 ( 9*^ 




27,711,628 


28,964,679 


61,676,207 


3,746,849 


1877 (10»^ 




23,848,522 


27,420,908 


50,769,425 


* 4,072,381 


1878 i\V^ 




25,988,140 


32,874,834 


58,862,974 


* 6,886,694 


1879 {\2>^ 


• • 1 


28,175,770 


32,953,002 


61,128,772 


* 4,777,282 


i 1880(18^ 


\ 


28,395,387 


30,620,601 


05,021,988 


* 8,281,214 


• 1881 {W^ 




81,058,888 


31,191,240 


62,250,184 


* 182,858 



Notes : — 

1. The figures marked thus * represent the balance of the imports over the 
exports. 

2. The figures are estimated in ye;?, without reference to ratio between gold 
and silver. 

3. That there was an excess of the exports over the imports in 1876, was due to 
the greatly increased export of raw silk, owing to the failure of silk culture 
in France and Italy, as well as to the rise in price of silk exported. 



SECTION III. 

Adjustment of paper currency and the establishment of 

a de facto silver standard. 

At the beginning of the Melji era there was a great difficul- 
ty in getting the Government paper money circulated and at 
that time its price very much depreciated. But with the 
return of peace and the increase of the credit of the new 
Government, the credit of paper money also increased. The 
amount issued, moreover, did not exceed the actual need of the 
country. For these reasons it came soon to circulate at jmr 
with specie. Early in 1878, however, the Grovernment issued 
quite suddenly another very large amount of paper money, and 
from that time on its depreciation again commenced. 
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At first the ratio between silver and paper was 1 yen of silver 
to 1 yen and 7 or 8 sen of paper, but at the close of that year 
it became more than 1 yen and 21 sen of paper to one yen of 
silver. There seemed to be no end to depreciation. Unfor- 
tunately there prevailed at that time among the authorities an 
erroneous opinion that these differences in the value of paper and 
of silver were due not to the depreciation of paper, but to the 
appreciation of silver. The Government, therefore, made vari- 
ous attempts to keep the price of silver down. The authorities, 
indeed, drew up at this time a plan for the redemption of 
Government bonds and of pajier money, but their more serious 
efforts were directed toward preventing the rise of the price of 
silver. For instance, the Government prevailed upon the 
First and Second National Banks, and the Mitsui Bank, as well 
as some other banks, to sell out silver coin ; opened places for 
transacting the exchange of Mexican dollars; in February, 
established the Yokohama Specie Bank with the object of 
inviting people to invest hoarded coins, so that these coins 
might be supplied to the financial market. The Specie Bank 
was, moreover, to engage in foreign exchange in order to 
facilitate monetary circulation between Japan and foreign coun- 
tries. The Government believed that, as in these ways the 
supply of silver would be increased, its market price would 
necessarily come down. But, as a matter of fact, tlie Yokoha- 
ma Specie Bank suffered so much loss as to become almost 
bankrupt, and other measures too did not produce the desired 
result. The diflference in value between silver and paper kept on 
increasing, so that in April, 1880, the average ratio between the 
two was 1 yen 54 sen 9 rin of paper to 1 yen of silver. When 
all these attempts had failed, the Government at last opened its 
eyes to see the necessity of making redemption. With this 
object in view, the rate of tax on Sake was doubled, by 
Imperial Ordinance No. XL, of September 27, 1880, so that 
the increased revenue on that score might be set apart as 
a redemption fund. Again, by Imperial Ordinance No. 
XL VIII, the S2:)heres of local taxation were increased, corres- 
pondingly lightening the financial burden of the Central Govern- 
ment, and at the same time the Government expenditures were 
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much curtailed; the surplus obtained in all these ways being 
also added to the redemption fund. Besides all these, the 
Government decided gradually to transfer by sale to private 
hands the Government factories wliicli had been established 
for the encouragement of industry; stopped making loans to 
companies and individuals out of the reserve fund in the Trea- 
sury; and every yen thus gained went to further increase the 
amount of the redemption fund. 

Yet the depreciation of paper did not stop. In April, 1881, 
1 yen silver fetched on an average 1 yen 79 sen 5 rin of 
pajier, (the lowest point reached in depreciation during that 
month being 1 yen 81 sen 5 rin). 

This was indeed the lowest point ever reached. At this 
time, a plan to raise a foreign loan of 50,000,000 yen for the 
purpose of redeeming paper money, was advocated by some in 
the Government, but tlie plan was never adopted. AVith the 
appointment of Mr. Matsukata Masayoshi (now Count) to the 
portfolio of Finance on the 20th of October, 1881, the Govern- 
ment determined at last to adopt the policy on tlie one hand 
of redeeming the paper money, and on the other of increasing 
the specie reserve of the Government, as preparatory to the 
introduction of a convertible note system. The amount of 
the Government paper and of bank notes, at this time in 
circulation, stood as follows: — 

yen 

Government Paper Money .... 105,005,212 

Government Paper Money temporarily 
issued out of the Pai)er Money Re- 
serve \ . 14,500,000 

Notes issued by National Banks . . 34,898,030 

Total ""154,803,242 

The Finance minister of the time (Count Matsukata) 
thought it an irregular practice to issue a part of the Paper 
Money Reserve for temporarily meeting the deficit of revenue, 
as had been the practice of the Government for some years 
past. In order to pay back, once for all, the amount thus 
utilized from the Paper Money Reserve, he introduced certain 
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changes in the method of making receipts and disbursements of 
the public revenue. He had, besides, the method of disbursing 
the expenditures of tlie Government Departments changed, 
so that thenceforth tliese disbursements were all made at the 
Exchequer, instead of having the amounts of the estimated 
expenditures turned over in lump sums to the departmental au- 
thorities in the early part of the fiscal year. Tliese changes 
were effectual as may be i^resumed in leading to economy in tlie 
State expenditure. Yet further steps were taken toward eco- 
nomy and the increase of the Government reserve, by ceasing to 
make anv further loans out of the Government reserve, in aid 
of industrial enterprises, and at the same time by requiring 
that all the past loans should be paid l)ack to the Government 
accordins: to the terms of ao;reements. Now with the monev 
which came in to the Treasury in these ways, as well as by 
temporarily utilizing the money which came in response to the 
Nakasendo Railwav Bonds, issued about this time, the Govern- 
ment was able to jiay back to the Paper Money Reserve in 
January, l<S8o, the entire amount of the paper money which 
had been subtracted for temporary circulation out of the said 
Reserve. A plan was now adopted on the other hand of issu- 
ing the Treasury Bills to meet the demand of the Exchequer 
for any temi)orary deficit in the revenue. Accordingly on 
the 20th of September, 1884, by Imperial Ordinance No. XIV, 
the Treasury Bill Regulations were issued. 

Imjxrial Ordhmnce No. XIV of the 20th daij of i^ejAnnbw 

of the 17th ymr of Mvlji (1884), 

The Treasury BUI lier/uJations. 

Art. I. The Treasury Bill shall be issued to allow the Exchequer to 

meet any temporary deficit in the revenue. 
Art. II. The Treasury Bill shall be unregistered, payable at a fixed 

date and bearing interest, redeemable out of the revenues of 

the vear of issue. 
Art. III. The amount of the Treasury Bill to be issued as well as 

the rate of interest thereof shall be provisionably fixed by the 

Finance Minister and sanctioned by the Daijiohican. 
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Art. IV. The Treasury Bill shall be of five denominations, of 
lOO-yen, 500-yen, l,000-ye?i, 5,000-yeM and 10,000-ycn, and be 
payable at three months, six months and nine months ; the date 
of payment being printed on the face of each bill. 

Art. V. The Treasury Bills may be transferred or sold to any 
person. 

Art. VI. The business concerning the payment and the exchange 
of the Trcaijury Bill shall be conducted by the Bank of Japan. 

Art. VII. The owner of a Treasury Bill may demand payment, 
on the fixed date of payment, at the Bank of Japan or at any 
of its branch offices or agencies; the payment being made in 
current money. 

Art. VIII. The Treasury Bill will be paid for six months after 
the lapse of the date of payment, but after that it will not 
be paid. No interest shall be paid on the principal after the 
lapse of the date of the payment. 

Art. IX. When the Treasury Bill has became defaced or mutilated, 
application for its exchange with a fresh one may be made at the 
Bank of Japan, or at any of the branch offices or agencies of that 
Bank, by presenting the defaced or mutilated bill; no bill shall 
be exchanged whose genuineness on proper examination in regard 
to face- value, mark, number and seals can not be established. 

Art. X. When the Treasury Bill is lost, its owner shall present in 
wTiting, through the Bank of Japan or through any of its branch 
offices or agencies, to the Finance Department, a minute account 
of the way in which the bill was lost, its face-value, date of 
payment, mark and number, as well as the way in which the 
owner came in possession of that bill. The Finance minister 
upon receipt of such a statement shall publicly notify that the 
transfer, the purchase and sale, the exchange, and the payment 
of the particular bill named shall not take place. When that 
bill is again found, the owner shall report the fact to the 
Finance Department by a similar process as before. 

Art. XI. When the lost bill is not found, the owner may yet secure 
the payment of both the principal and interest, at the Bank of 
Japan or at any of its branch offices or agencies, on making 
application ^yith not less than two witnesses of satisfactory 
character. 

Art. XII. Persons who counterfeit or make fraudulent changes 
on the Treasury Bill and use the same in transactions shall be 
punished according to the Article CCIV. and the Section II. 
of the Penal Code. 



CHAPTER I. SECTION III. 43 



While in this way was effected the adjustment of the trou- 
bles connected with the temporary issue from the Paper Money 
Reserve, not quite so easy was the adjustment of the larger 
troubles which existed in connection with the paper currency 
proper. 

The minister of Finance of the time (Count Matsukata) felt 
that, in order to effect the much-needed adjustment of the 
Government paper money, it would be necessary to establish a 
great Central Bank, which should have the sole privilege of 
issuing convertible bank notes; which should serve as a 
supreme organ for the regulation of the currency of the 
country; which should moreover discount the foreign bills of 
exchange in order to regulate the influx and efflux of specie and 
bullion ; which should still further be entrusted with certain 
services in the Treasury, so as to simplify the business of the 
Exchequer. His memorandum respecting the scheme which 
was presented to the cabinet council on the 1st of March, 1882, 
runs as follows : — 

In national affairs, there is nothing of greater importance than a 
financial policy. The prosperity of the nation, the happiness of the 
people, the awakening of industrial enterprises and the activity of com- 
mercial transaction?, all are closely bound up with a sound financial 
policy of the country. In studying the present financial situation of 
oar country, the things apparent to everybody are the unequal distribu- 
tion and restricted circulation of the currency, the daily increasing lack of 
capital, the rapid rise of the rate of interest, the great tightness of the 
money market. Added to these is the fact that the imports of the 
country always exceed the exports, causing the ever increasing efflux of 
specie. Owing to the latter circumstance the specie of the country has 
been very much reduced in amount, producing an enormous difference in 
value between specie and paper, it being made now almost impossible to use 
the specie in ordinary transactions. For these reasons, the industrial classes 
can not engage in large enterprises owing to of the lack of capital, and 
merchants can not expand the volume of their business because they can 
not command enough money. In railway building, in telegraph con- 
struction, in opening up the mining and agricultural resources of the 
country, in building ships and otherwise extending the lines of water 
commmunication, or in the construction of canals and roads, — in every 
direction what we chiefly suffer from is the lack of necessary capital. 
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The financial distress of the connty, it would seem, can never be greater 
than it is to-day. 

Now if the banks of a country arc to serve as organs to regulate 
the circulation of capital, and to relieve financial distress, why is it 
that in our country, with its present numerous national banks, (more 
than two hundred and sixty in all, including the branch offices) and with 
the notes issued by these banks reaching the sum of 34,000,000 yew, that 
we witness the great financial distress of the present day? 

I believe we must attribute the failure of our banks to accomplish 
the object for w^hich they were established, to the imperfections of the 
system itself. The first beginnings of our present banking system we 
may trace in the establishment by the Government in 1869, of the Exchange 
Houses in various parts of the country, with the view to facilitate monetay 
circulation and restore commercial prosperity. Most of these Ex- 
change Houses, however, did not prosper, and in 1872 the Government 
promulgated the National Bank Regulations, which were closely patterned 
after the American system. In 1876, thei>e regulations were modified in 
many respects, and the national banks of the present day have been mostly 
established in accordance with the modified regulations. That the 
system, thus established, has proved so imperfect was i>erhaps unavoida- 
ble, owing to the fact that the Government was urged on by the pressure 
of circumstances hastily to establish a system of banking, not having 
had a sufficient time given them, not only for studying the American 
system, but also for comparing and digesting the difTerent systems in 
vogue in the countries of Europe. 

Accordingly, the imperfections in our present system are neither 
few nor unimportant. Look for a moment at the actual condition of our 
banks to-day. There are very few banks with a capital of more than 
400,000 or 500,000 yen, while the smaller of them have no more than 
50,000 or 60,000 yen. With such small amounts of capital, these banks 
are established in circumscribed localities, each one within a narrow 
circle of influence, somewhat as a petty feudal lord used to be astablished 
in this own small castle, surveying under his limited vision a narrow 
sphere of jurisdiction. For this reason the communication between 
different banks is exceedingly bad, so much so, that should there be sur- 
plus capital in one bank, and another bank be in dire need, yet the 
former can not help the latter. A flourishing bank in the south-west 
and another strong bank in the north-east are so far separated in 
sympathy, that they never think of assisting one another. For these 
reasons a bank with the capital of 50,000 yen does the work only of 
50,000 yen, and another with 100,000 i/en that of 100,000 yai only. 
They do not know that these sums might .be doubled in utility through 
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proper correspondence with otlier banks. When the capital of these 
banks can not be doubled in utility, we can not expect that the rate of 
interest will ever get low, and unless the rate of interest gets low, the 
present tightness of the market will never be relieved. While political 
feudalism with its particularism and separatism, with its several hundred 
semi-independent jurisdictions, has been happily overthrown, in financial 
matters we seem to be now living under a system of bank feudalism, 
with 150 banks existing without correspondence with each other, with- 
out suflScient sympathy to help one another in times of distress ; or if 
they have the sympathy, lacking the ability to help ; each one entirely 
absorbed with the questions of its own existence. There can be, it seems 
to me, no better method of doing away with the present unbearable state 
of affairs than the establishment of a Central Bank, which placed above 
all others in a supreme position, shall be able to bring other banks nearer 
together and in other ways assist in regulating the monetary circulation 
of the country. 

In studying the causes which led the countries of Europe to establish 
Central Banks, we see that the particular reasons were not necessarily 
the same in all. One country had in immediate view the raising of 
public loans in a time of war ; another wanted to accomplish through 
the establishment of a central bank the introduction of convertible bank 
notes, in place of the former inconvertible paper money; while yet 
another wished to substitute a uniform paper currency for one of much 
variety. Thus while their immediate motives were different, these coun- 
tries were all one in the ultimate object they aimed at i. e. to regulate 
the monetary circulation and to relieve financial distresses to which all 
countries are subject from time to time. The monetary circulation of a 
community may fitly be compared to the circulation of blood in a human 
body. If there is conjestion in one part and depletion in another part, 
very soon the conjestcd part suffers from boils or the part where the 
blood is inadequate becomes torpid. If, on the contrary, we find the blood 
flowing evenly throughout the whole body, we can trace that in all cases 
to the healthy action of the heart. Now the Central Bank is to the finan- 
cial system of a countrv, what the heart is to the system of blood circu- 
latioii in a human body ; the one is just as indispensable as the other. 
To regulate the circulation of the currency of a country, to call it in to a 
place where it is wanting, and to send it out from a place where there is 
a surplus, thus to keep even and steady the constant flow of the currency, 
— this is the office of the Central Bank in a country ; and this is why 
that in all the countries of Europe we find that there are banks of 
this nature. Let me now briefly sketch the histories of some of the 
greatest of these banks. 
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In England, the Bank of England was first chartered by King 
William III. According to its charter, this Bank was to have the sole 
privilege of issuing notes within sixty-five miles from London. Yet 
there were besides this Central Bank, several joint-stock and private 
banks which issued notes under unlimited responsibility; and from 1840 
to 1844, during only four years, there were no fewer than twenty-seven 
of these joint-stock banks which failed, while seventeen others became 
unable to pay dividend, so that the monetary circulation became entirely 
blocked. It was at this emergency that Sir Robert Peel, Prime Minister 
of the day, with a view to the relief of this distressing state of things, 
had the Bank Act of 1844 passed. According to that Act, a new bank 
thereafter to be organized was never to be permitted to issue notes, while 
a joint-stock bank already in existence was never to be permitted to 
increase the amount of its note issue from what it was then ; while if two 
of these banks united, the note issue of the united bank was to be limited 
to the amount previously issued by one of the two; or if any bank closed 
up business, the amount of the note issued by that bank was to be added 
to the amount of the note issue of the Bank of England. These were the 
first steps by which the Bank of England had its sco|)e and plans enlarged. 

In France, after the failure of John Law's bank in the first part of 
the 18th century, the credit of paper money was gone entirely. Men 
became so suspicious of the banking business itself that, until the 
close of the reign of Louis XV, not a single bank was established. 
When the famous Turgot became finance minister, however, a Caisse 
d^Escompte was establisheil anew. It was so successfully managed that 
in three year's time the rate of interest was brought down from 6.5 per 
cent, to 3 i>er cent. When the Revolution broke out Turgot's system 
was all smashed to pieces, yet with the return of peace there arose 
numerous small banks w^hich issued notes. Napoleon Bonaparte saw the 
danger and established one great bank called the Banque de France. 
After that the growth of that bank was in every way fostered, by the 
addition of capital, by the opening of branch offices, by replacing the 
president with the Governor and Vice-Governor, and by many other 
reforms, until it is to-day one of the greatest banks of the world. 

In Belgium Societe general pour favoriser commerce national^ Banque 
de Belgigue, Banque de Liege, Banque de Flandre &c., all had the 
power of issuing notes. They experienced, however, heavy losses in 
succession, until they were finally compelled to suspend specie payment. 
In 1850 M. Frere-Orban, finance minister of the time, established the 
Banque natianale beige, with the view to remedying the evils connected 
with paper currency. He entrusted to this bank the work of with- 
drawing from circulation the inconvertible paper money, which was 
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accomplished so well and in other ways the bank was able to do so much 
in assisting commercial enterprises and in relieving the business distress 
of the time, that \vhen a little later Holland established the Bank of 
Amsterdam the National Bank of Belgium was taken for its pattern. 

Besides, in Germany, Austria, Italy and Holland, similar institutions 
have been established. While the immediate motives might have been 
different in each ca^e, these countries were all one as to the chief end in 
view ; i. e. to relieve the financial distress of the time and to prevent the 
future recurrence of a similar distress. The wave of prosi)erity which of 
now sweeping over all I^urope, the happy regulation of currency, the 
rapid growth of industrial enterpi ises, the great expansion of trade and 
of the means of communication, all are traceable either directly or 
indirectlv to the establishment of Central Banks in all these countries. 

Now turning our attention to the conditions of things at home, while 
we notice some features in our countrv not necessarily alike to those in 
Europe, there are others which are remarkably like the conditions of 
things which prevailed in these European countries before the establish- 
ment of Central Banks. These features are, for intance, the lack of 
capital, the high rate of interest, the depreciation of pa^Der money, and 
the tightness of the money market; which are all tranceable to the 
imperfectness of the system of national banks, to the fact that the 
imports of the country are always in excess of the exports, as also to the 
fact that the mode of transacting business by means of che(|ues and bills of 
exchange is not yet in universal use. In the.-e features Japan of to-day 
stands exactly parallel to the countries of Europe before the establish- 
ment of Central Banks. It seems to me, then, that the establishment of 
a Central Bank is the one prime necessity with us, which really lies at 
the foundation of all other financial reforms. Let me now present some 
reasons to prove the necessity of establishment a Central Bank in our 
countrv. 

I. The Central Bank when established will be able to facilitate 
the circulation of currency throughout the country. 

In the present state of banking business, there is very little spirit of 
co-operation among different banks, so that the surplus money in one 
bank does not flow into the needy coffers of the other, which ought to be 
the case in order to ensure the prosperous condition of affiiirs. For 
instance, should there be great stringency in the money market of Tokio, 
and much surplus capitil in some distant region of the Empire, what 
could be more natural and beneficial than that the surplus money of the 
latter should c jme to the assistance of the former ? Yet in the present 



48 TIIK ADOPTION OF THE COLD STANDARD IN JAPAN. 



state of affiair.s, tliero are but few facilities for an easy and natural circula- 
tion of cuirenoy throughout the country. Some banks are not, inde(<l, 
entirely wanting in some sort of corropondence with certain others, so that 
co-oi>eration and assistance are not wholly wanting. Yet correspondence 
between one independent bank and another e(pially independent is quite 
another matter from correspondence between the Central Bank and other 
banks, over whom the former occupies a supreme position. The Central 
Bank would look upon the other banks, somewhat in the same way as 
a head oftice looks upon its branch ollices. Moreover, most of these 
banks have but small capital with which to carry on their business, so 
that they have scarcely ever any surplus money with which to help out 
other banks ; the utmost they can do, in most cases, being to keep them- 
selves from going into bankruptcy. 

If now the Central Bank \)q establishes!, it will be in })Osition to 
look upon other banks of the country somewhat as its branch offices, 
and open corrcspondance with them, so that the necessary channels of 
monetary circulation will for the first time be opened ; other banks, too, 
reviving confidence in each other will Ix'gin to co-operate with one 
another. The Central Bank will be able from its |)eculiar position to 
survey the whole field of the money market, and changes in the condi- 
tion of things in each l(X»ality will be made known to it at once. It will 
thus be able to send the surplus money of once locality into other needy 
places, so that the capital of the country will be kept in a state of 
constant and natural circulation, keeping every part of the country always 
supplied with money and so surplus money ever left idle. Its action 
will Ixj in a word like the action of the healthv heart in a human bodv. 

Moreover one serious defect which is almost universal with the 
banks of the present time, is the lack of far-sigh ttnlncss and fidelity in their 
business management. Each bank is bent ujwn securing a temporary 
profit and not >o much upon increasing its credit as a banking agency. 
With all the severity of the National Bank Kegulations and of the 
Government insjx»cti<m, there yet occur now and then cases where banks 
are tempted to make an unauthorized temj)orary issue of their not<? reserve. 

All the>e evils will 1x3 lar^relv done awav w ith if the Central Bank 
is established, since it will be always in position to asrLst and guide and, 
in other ways, encoura<re the banks of the countrv. Irregularities in 
practice will also cease, when the Central Bank comes to exercise a close 
inspection. Its inspection will be in some ways more eflicacious than the 
Government inspection, because it will be prompted largely by the 
motives of self-interest. Thus guided and assisted, the present banks of 
the country will grow in capital as well as in crwlit ; and as a natural 
conj^e(iUence, there will spring up closer convspondence and deeper mutual 
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confidence among the banks themselves. I am firmly convinced that in 
this way the present evils of our banking system will be finally swept away. 

77. The Central Bank when established will be able to aiipply 

capital to national banks as well as to trading 

or manxifojcturing companies. 

It has already been pointed out that the national banks of the present 
day are small in capital and weak in credit. The evils which result 
from this state of things arc easy to see. In times of emergency, since 
these banks are limted in capital they will suffer from the lack of funds, 
and since they are weak in credit they will be obliged to contracit their 
business through decrease in the amount of deposits. For instance, sup- 
pose here is a bank with the capital of 100,000 yen. Most probably 
50,000 yen will be devoted to making loans and other business purposes, 
while the remaining 50,000 yen it will keep for discounting bills. When 
the money market is exceptionally busy there will be, as a rule, numerous 
calls for discounting bills, for drawing of deposits, or for loans, and the 
bank will be obliged to pay out daily several thousand yen of cash. 
In such cases, the bank is very apt to suffer from the lack of funds. 
It may be that the discounted bills are overflowing in the bank's coffers 
among which are bills payable in two, three or five days. Yet these do 
not serve the purpose of to-day. For that reason, the bank will l)e 
obliged to cease making loans and discounting bills, and lose the good 
wU of its customers. If in addition to this, it fails to meet drafts upon 
the deposits, or demand for payment of bills, then all at once its credit 
ceases to exist, and there now goes forth the report that the bank is on the 
brink of bankruptcy. In a few days the commercial world will be rife 
with the story of that bank's impending failure. Now, very likely there 
may be banks with enough capital to be able to help out this bank, yet 
they too are most probably not free from the contagion of doubt and 
suspicion, and dare not come forward and offer a helping hand. At 
last the customers of this bank get alarmed, the number of them who 
come to draw upon deposits grows daily larger and the bank fails. 
Now if the assets of the bank do not really cover its liabilities, a failure 
may be considered unavoidable. But if, on the contrary, the Govern- 
ment bonds and discounted commercial bills are overflowing in the bank's 
coffers as is the case with our supposed bank, and yet owing solely to the 
temporary lack of cash it is obliged to fail, its condition must be regar- 
ded as one most regretable and pitiable. Such cases as this would occur 
simply because there did not exist proper facilities for supplying capital 
at times of emergency. Take another illustration. At a time when a 

4 
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cry of stringency is very loud in the money market of Tokio, let 
500,000 yen or one million yen be thrown in. It is quite certain that 
the alarm so loud hitherto will cease all at once, and the business of 
the Metropolis will again assume its normal activity as if nothing 
had occurred. Now 500,000 yen or 1,000,000 yen are but a small frac- 
tion of what the business world of Tokio would reallv need. Yet the 

* 

fact that this comparatively small sum of money was entirely effectual 
in bringing back peace and order, is due solely to the fact that the banks 
gained courage and opened transactions, while the panic of a few days 
previous was due to the fact that on account of the lack of cash capital, 
and led away perhaps by two or three business speculators who stood at 
the back of all, these banks became slack in meeting the draft upon de- 
posits or in the payment of bills. It will be evident from these illustra- 
tions that there is no more effective means of preventing a commercial 
panic than to provide facilities for assisting banks in a time of emergency. 
Now suppose we had the Central Bank which engaged in making 
loans and in discounting bills, and which thus provided facilities and 
lent assistance in times of emergency; would not a bank which became 
short of cash capital come to the Central Bank rather than decline to 
meet the demands of its customers, with the bills discounted now in its 
coffers in order to have them once more discounted, or asking for a loan 
by depositing Government bonds as security. In this way the bank would 
be able to tide over the period of stringency, and avoid causing panic or 
coming to bankruptcy. But the services of a Central Bank will not be 
confined to its lending assistance to other banks. Private corporations 
and companies engaged in business enterprises or in manufactures, may 
also receive its assistance and pass through times of distress, without be- 
ing reduwd to the last ne<*essity of making retrenchment either in the 
volume of business or in the scope of enterprise. 

Ill, The Central Jiank ichcn oitablishcd will he able to 
hicer the current rate of interest. 

It is well known that the rise and fall of the rate of interest is due 
not to the scarcitv or abundance of currencv, but to the scarcitv or 
abundan(»e of loanable capit^il. Money in whatever form, which is cir- 
culating in a community or a nation, is its currency, while the loanable 
capital is tliat j)art of the currency which is in the hand of c^ommercial 
companies or banks, and set ajnirt for discounting bills or making loans. 
Howev(?r abundant the currency of a (.H>mmunity may be, if that part of 
it which is usetl for the purposes of making loiuis or disi*ounting bills is 
scarce, theiv is tiglituess in the money market, and the rate of interest 
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rises inevitably. Now the number of national banks of the country 
to-day is no fewer than one hundred and fifty, and the amount of notes 
issued by these banks is something like 34,000,000 yen. If to this is 
added the amount of the Government paper money, the entire amount 
of the paper money now in actual circulation will be seen to be something 
like 140 millions. This is not indeed so large an amount as to give the 
same amount of currency per capita of our population as in EurojKian 
countries. But when we consider the standard of living among our 
people and the degree of development of industrial and commercial en- 
terprises, we must say that the currency is quite abundant enough. Yet 
notwithstanding this fact, there is a stringency in the money market, a 
high rate of interest and universal distress among business men. The 
reason is apparent : there is a scarcity of loanable capital and this scarcity 
is due to the imperfectne«s of our banking system. 

The bankers of the present day mostly look to making immediate 
profits, rather than to the enlargement and development of banking 
basiness. When the rate of interest is high they take advantage of it in 
making profit. They do not see that there is a better way of making 
profit, i. e. from the employment of capital, which will be more advan- 
tageous both to the bankers themselves and to the community at large 
than their present method. Yet they do not see things in this way. 
They make long-period loans, taking as security bank shares, Govern- 
ment bonds, even houses and real estate, or the shares of their own banks. 
They pi'ide themselves that they are conducting business in ways that 
admit of no risk. The periods of loans are sometimes as long as two or 
three years and even the shortest ones are no less than five or six months. 
For these reasons the capital of these banks, already too small, is largely 
invested in fixed enterprises which prevent it from being employed 
repeatedly and kept in a state of constant circulation. For in cases 
of loans on security, the mortgaged property can not be disposed of unless 
the debtor does not pay on the maturity of the loan. It is not like bills 
or cheques which may be discounted, which may be received to-day from 
A, and sold to B to-morrow, thus turned into money any time at one's 
own pleasure. How can our banks which employ so large a part of 
their capital in making loans on security, rather than in discounting bills, 
but suffer from the lack of loanable capital ? And how can they prevent 
the rise of the rate of interest when there is a scarcity of loanable capital ? 

Now the proposed Central Bank is in its nature no other than a bank 
for discounting bills. Napoleon I. once told his councilors that he knew 
the business of banking consisted of discounting bills, and he knew not 
that there was any thing else. He probably intended merely to empha- 
size the fact that the disc^ounting of bills was the most lively and most 
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important part of a banking business, one which was of greate:st service 
to the community. It is indeed a fact worthy of notice that the dis- 
counting of bills constitutes eight or nine tenths of the banking business 
of Europe. 

The bills which are to be discounted bv the Central Bank will con- 
sist of those endorsed by more than three men of reliable business 
standing. There will be therefore no risk in collecting. And since these 
bills will be all of short periods, — less than one hundred days, — there 
will be a constant activity in the circulation of capital. Thus capital 
paid out in the morning will come back in the evening, so to speak, 
which will therefore be widely diflferent from the long period loans on 
security so much practised in our country- to-day. The Central Bank 
will indeed make loans sometimes on the security of Government 
bonds, railway bonds, Government bills <tc., but these loans will only 
be made for short periods, at most for thirty or forty days. For these 
reasons the Bank will never suffer from the lack of its loanable capital as 
would otherwise be the case. 

In this respect the Central Bank is of quite a diiferent nature from 
the agricultual or industrial banks. Its object being to keep open 
channels for the natural circulation of currency, and thus to assist the 
growth of commercial enterprises, it concerns itself chiefly with the dis- 
counting of bills, the purchase and sale of gold and silver, the receiving 
of deposits on current account, and other transactions of like nature. 
How different this kind of transaction is from making big loans with the 
view to assisting in the development of agriculture or industry, will be 
apparent to every one. For this reason, the capital of say 10,000,000 
yen which belongs to the Central Bank may with reason be said to be 
entirely devoted to discounting bills. And since the Central Bank 
engages in the business of discounting bills to so large an extent, devot- 
ing its large capital to that purpose, its loanable capital constantly 
flowing in and out, it will never be in need of cash for discounting 
purposes. It follows as a matter of course that the Central Bank will 
naturally tend to lower its rate of discount. 

If now the Central Bank should discount bills at a lower rate than 
the current rate of interest, say by two or three per cent., everybody would 
naturally note the fact at once, and its effect would be instantaneous 
in reducing the rate charged by other banks. There might still exist 
brokers or other small usurers who charged high rates of interest for 
some time longer, yet all the great orgaas of business enterprises would 
follow the lead of the Central Bank. It may very well be said, there- 
fore, that the Central Bank has the authority to fix the rate of interest 

The rate of interest charged by the banks of Europe is of course 
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constantly changing, yet the changes are as a rule comparatively small. 
Such leading banks as the Bank of England, the Bank of France, or 
the National Bank of Belgium, charge on an average from two to three 
or four per cent. For this reason the market rate of interest is low and 
the loanable capital is always abundant. They suffer even from its su- 
perabundance. In France the current rate of interest is so low that the 
banks can not afford to make loans, while paying the usual more than 
5 per cent, dividend to the shareholders. For this reason they invest a 
portion of their superabundant capital in putting up extensive buildings 
to be rented, for the rent from such houses often amounts to more than 
what the ordinary rate of interest would bring in. I believe this abund- 
ance of capital and the low rate of interest are both directly traceable to 
the discounting operations engaged in by the Central Banks of those 
countries, at a low rate of interest. 

Some persons may regard the business of discounting bills as risky, 
and look with misgiving on the work of the Central Bank. Such notions 
must be based entirely on what these people observe in regard to the 
actual method of discounting carried on at present by the banks of 
our country. In my opinion the method at present pursued in Japan 
IS quite imperfect, and hence it is that there appear such evils as these 
people daily notice. The method of discounting, on the contrary, which 
we now propose is the method at present in universal use in the principal 
countries of Europe — a method quite different from the imperfect one 
commonly practiced in our country to-day. We are confident that there 
can be no better method at the present stage in the development of the 
banking business, and that if we postpone its introduction, another op- 
portunity like the present will never come again. No system is perfect 
ana even the best is not entirely free from dangers. It will be a part of 
political wisdom to introduce the best possil)le system and try to avoid 
the dangers that may unfortunately be connected with it. If on the con- 
trary we hesitate and waver, and do not push on in the path of reform* 
there will be no hope of progress or improvement. We shall have to be 
content in that case with the present distressing condition of things for 
any number of years to come. 

From what has been said in this section about the advantages of making short time 
loans, there may be persons who will infer at once that the long time loans are in all 
cases to be avoided as undesirable. The question depends, however, altogether upon 
the kind of enterprises for which a loan is made. 

In the case of silk culture, for instance, the processes of raising silk worms, of the 
production of cocoons, of spinning the latter into raw silk, and the packing of the same 
in PiculSf all require time ; while the part belonging to the merchant, from the time the 
raw silk is placed in the market for sale until it is disposed of, does not require a long 
time. In the case of the former part which belongs to farming industry', it is clear 
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therefore that the capital must be invested with a view to making long time loans, 
while the capital invested in commerce and trade will best serve its end by being 
utilized in short time loans^ as has been already discussed. 

For these reasons, there ought to be two kinds of organs in a community; one to 
facilitate the investment of capital in manufactures and agriculture, and the other to 
provide facilities for the active employment of capital in commerce. If these two 
kinds of activities are mixed, no healthy growth of banking operations can ever be ex- 
pected. This is why it is that in Europe, wliile there exist on one hand Central Banks 
to provide capital for commerce, there exist on the other hand agricultural banks and 
industrial banks which are regarded as equally necessary in supplying the needed 
capital for agriculture and manufactures. These two kinds of banks are necessarily 
different in organization and business methods, the chief distinction in the case of the 
latter being in their making long time loans, — for instance loans for fifty or sixty years 
being not infrequent in France, and even the shortest ones never less than five or 
six years. 



IV. When the business organization of the Central Bank is completed, 

various services in the Government Trcasurif may with 

advantage be transferred to the Bank. 

The natural function of a Government is chiefly to protect the public 
interests, and afford peace to the community. The Government should 
nev'cr attempt to compete with the people in pursuing lines of industry 
or commerce. It falls most naturally to the sphere of governmental 
activities to look after matters concerning educjitiou, armament or police 
service, while matters concerning trade or industry which have for their 
aim the making of monev naturallv fall outside of governmental actions. 
In fact in thase matters the Government can never hope to equal in 
shrewdness, foresight and enterprise, with men who are actuated by the 
immediate motives of self-interest. It is always best, therefore, for 
the Government not to take immediate concern in trade and business, 
but to leave those matters to be conducted and developed by individual 
efforts and enterprize. 

Yet there are certain financial matters of larger concern, which have 
direct bearing on the well being of the community at large, which can 
not be wholly left to individuals to look after. In some such cases the 
Government ought to take a part in protecting the best interest of 
the nation as a whole. Now just such a matter is the regulation of 
the national currencv. 

The influx and efflux of currency take place according to the condi- 
tion of the foreign trade of a country. AVlien the imports exceed the 
exports, if no especial efforts are made to prevent it, the specie will 
tend to leave the country, which may bring about a scarcity of money 
and a consequent distress among the people. No individual merchant 
can afford, even if he wished, to try to remedy this kind of evil. For 
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instance, here is a merchant engaged in foreign trade with a capital of 
100,000 yen. Suppose he took over certain home products to a foreign 
country and through their sale he made 20 per cent, profit. If, now, 
he brought home both the capital and the net profit, 120,000 yen in all, 
in cash, he would cxjrtainly assL^t in increasing the amount of currency 
by just that amount. But in that case he would have had to spend for 
his traveling expenses, freight and insurance, something like the amount 
equal to Vz the net profit. His profit would thus amount finally to but 
10 per cent, of the capital. No business man would be so foolish, unless he 
were compelled to submit to certain special circumstance, as to lose 10 
per cent, out of his profit of 20 per cent., in order to bring house cash 
from foreign lands. Most probably he would buy merchandise in foreign 
countries with his 120,000 yen and try to realize the profit of another 
20 per cent, from the sale of these gO(xls at home. His profit, then, 
from these several transactions would amount to more than 40 per cent., 
of his 100,000 yen. All his enterprise would, therefore, <lo nothing to 
prevent the efflux of currency from the country. 

We mast look to the Government of a countrv to take some effective 
measures toward the reabsorption of the specie which has left the 
country. But since the Government ought not and can not engage in 
commcTcial enterprises, the only possible course for the Government to 
pursue would be to provide some special organ under its immediate 
supervision to dt) the work we have just described. The establishment 
of a Central J^ank would exactly meet this need. Tliis is in fact just 
what the countries of Europe are doing through their Central Banks. 
The governments of those countries confer special privileges upon Central 
Banks, entrust them with the receipt and disbursement of national reve- 
nuas, and whenever there is a temporary surplus in the Exchecjuer, that 
sur[)lus is employwl through Central Banks in purchasing foreign bills, 
or gold and silver bullion, with the object of increasing the influx of 
specie. That there is just now so strong a tendency in our country 
toward the efflux of specie is due no doubt primarily to the excess of the 
imports over the exports, but also to the fact that foreign governments 
are all the time making very strong efforts through their Central Banks 
to absorb the specie that might otherwise never return. 

If now the Central Bank were established in this <H.)untrv and its 
business organization completed, so that the bank was in first rate 
working order, a part of the business of the Finance Department might 
very well be entrusted to the Bank, e. g. a part of its services connected 
with the business of the Exchecjuer, the liquidation of public debts, &c. 
The Government might entrust to the Central Bank any part of the 
public revenue, not in immediate use, to be temporarily employed in 
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discounting bills and commercial papers, and the profits thereof would 
contribute to the increase of funds in the Treasury, and the advantages there- 
from accrue to the community at large. All the funds thus accumulated 
in the Treasury might finally be employed in buying gold and silver 
bullion at home or abroad, to be employed in turn for the redemption of 
Government paper money. This would also open the way for the 
importation of foreign specie and prepare the ground for the final 
establishment of the system of convertible paper money. 

The Government would not be free from risks in this attempt at the 
importation of specie from abroad. The great distance of our country 
from Europe, requiring months for communication by steamers, is much 
to our disadvantage. Our case is not like the cases of the countries of 
Europe, which are so near each other. The Government, therefore, 
must be prepared for occasional losses from the fluctuations in the rate of 
exchange and sometimes from freight, insurance &c. Yet, on the other 
hand, if the Government should forego the attempt for fear of these losses, 
it would be acting as any merchant would act, and would never be able 
to see the necessary importation of speine successfully accomplished. 

In fact means might be found for the Government to make good 
these possible losses. For instance, a part of the profits accruing to the 
Government from the employment of public moneys, e. g. in discounting 
bills through the Bank of Japan, may very well be devoted toward this 
object. Of coui'se the greatest circumspection ought to be used in 
making such employment of Government funds. Yet the revenues and 
expenditures are all fixed in time, so that sometimes there is idle money 
in the Treasury, serving no purpose, for a certain fixed period. Why 
may not such moneys be usefully employed? The Government will 
make strict regulations in regard to the Exchequer Service, place the Trea- 
sury within the Bank's establishment, where all the receipts and disburse- 
ments of Government moneys shall take place, and the officials in charge 
will be appointed by the Minister of Finance. In this way a clear line 
of demarkation will be drawn between the ordinaiy business of the Bank 
and the services connected with the Government Exchequer Since it 
could be foreseen at any time, what part of the receipts on hand would 
be immediately wanted for disbursement, that which would not l>e 
so wanted might most properly be used, in the interest of the National 
Treasury, in discounting commercial bills whose credit was above suspi- 
cion or in making short time loans on reliable security. It would not be 
difficult in this way to add to the public fund in the form of a profit of 
several hundred thousands annually. And since the profit thus obtained 
is something distinct from the receipts from regular taxes, there should 
be no objection to the employment of a part of that profit for meeting 
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the expenses as well as losses in connection with the attempts to secure 
the absorption of specie. 

As a good physician looks not after every evil that is apparent, but 
after the evil that lies at the root of all and tries to bring about the 
healing of all by healing the one fundamental evil ; so a good financier 
should aim not at every i)etty policy of temporary makeshift but at 
some fundamental policy through which at one stroke financial soundness 
and health may be infused into tlie body j>olitic. It seems to me the 
establishment of a Central Bank Ls just such a policy. By its establish- 
ment the Government will l>e relieved of much of the petty work of 
protection and assistance which, as things arc now, it is compelled to 
undertake, but which would l>e more successfully accomplished by such 
a bank. 

In studying the financial problems of this country, we must remember 
that Japan is an agricultural country. Tlic harvest of rice and other 
cereals mostly take place in the latter half of the year, and the sudden 
output of those products brings on a great activity of the market, so 
that at no time during the year is there a greater demand for currency 
than in those months. And yet it is precisely during the winter and 
spring, that the farmers sell the produce of the year and pay taxes, and 
no less than 30 millions yen usually accumulate at that time in the 
Government Treasury ; or in other words, are withdrawn from circulation 
at a time when the money Ls mo:?t needed in the market. 

The money thas accumulated finally gets back indeed to the com- 
munity at large, yet it does so only gradually by being disbursed for the 
expenses of the administration, so that a greater time is consumed in the 
process than if it were employed in discounting bills or in making short 
time loans. In feudal times, not only were the administrative expendi- 
tures proportionally greater than to-day, but the governments of the 
different Daimios employed portions of revenues in making loans and 
otherwise offering assistance to people, so that not so much time was 
consumed in those days, as is the case to-day, before the revenues of the 
country were again disbursed among the people. These Han govern- 
ments were, so to speak, so many banks, which facilitated the circulation 
of currency in localities far from the great centres of commerce. But all 
this has been entirely changed by the introduction of a highly centralized 
from of administration. The revenues received in money are mostly 
disbursed to pay the cost of the central administration, and only small 
portions are disbursed in distant prefectures to pay for the expenses of 
local administrations. It is for these reasons that every year at a season 
when land taxes are to be collected, there is a great scarcity of money, 
and that the rate of interest suddenly rises, sometimes to more than 40 
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per cent., as was the case last year in Osaka and Tokio. In such times 
as that the greatest benefits would accrue to the community if parts of 
the public revenue might be employed in making short time loans or in 
discounting bills. 

Some might think that to give so many privileges to the Central 
Bank would be a piece of Government favouritism, and prejudicial to the 
larger interests of the State. It seems to me that such objectors fail to 
note that the maintenance of the financial credit of the country is quite as 
important a governmental function as the care of education, defence or 
foreign relations. And in order to maintain the financial credit of the 
countrv, the Government must maintain its currencv sv^stem in a sound 
condition. And since the establishment of the Central Bank is so 
essential to the maintenance of a sound monetary' svstem, as has been 
already pointed out, I believe I do not exaggerate the fact when I say, 
that the establishment of a Centnil Bank is one of the prime necessities 
of the hour, in view of the large and far-reaching interests of the nation. 

V. Discounting foreign bills of exchange will form one of the 
impoiiant functions of the Central Bank. 

Men say that the most serious financial evil of the prasent time is the 
excessive export of gold coin from the country, and that the excessive 
export of gold coin is due to the excess of the imports over the exports. 
If the imports amount to 12 millions and the exports to but 10 millions, 
the balance of two millions must be made up by paying out sixjcie, which 
will consequently leave the country. This is a simple, undeniable truth. 
But Japan is not alone among the nations of the world where the 
imports exceed the exports. In such ca«es the specie of a country 
naturally ought always to make up the balance by leaving the country 
to the amount equal to the balance, and a cry of scarcity should then 
be heard. But why is it that other countries do not experience any such 
scarcity, while Japan alone does? It is becrause there are in other 
countries proper organs for the special importation of specie, while no 
such organ exists in Japan. 

Now if the Central Bank were established, it would at once consti- 
tute just such an organ. In order to illustrate the method by which the 
importations of specie are conducted, let me take an example from 
what would occur in the discounting oj)erations of the Bank of France 
and of the National Bank of Belgium. 

Let us suppose that the Bank of France is in correspondence with a 
certain private bank in Belgium, and. employs the latter as its discounting 
agency ; and that the National Bank of Belgium is in correspondence 



CHAPTEIi I. SECTION III. 59 



with a certain private bank in Paris, employing the latter as its dis- 
counting agency. If now the discounting rate should be 4 i)er cent, at 
the National Bank of Belgium, and 3 per cent, at the Bank of France, 
the latter would instruct its agency in Belgium to buy bills at 3 per cent, 
discount. Belgic merchants would at once resort to the latter bank with 
bills to be discounted, rather than go to the National Bank of Belgium 
where the rate was higher, and a larger part of Belgic bills of exchange 
would as a matter of course flow into France. On the maturity of these 
bills, they would all be exchanged for gold and silver currency and 
exported to Fran(»e. Of course these bills would most likely be paid 
in bank notes, but thci^e notes being those of the National Bank of 
Belgium could be easily converted into si)ecie at that bank, and thus the 
money exported to France would be all in gold and silver. 

Suppose again that tlie rate of discount had been the same at both 
the Belgic National Bank and the Bank of France, say 3 per cent., and 
that on account of the scarcitv of bills to lx» discounted at the National 
Bank of Belgium, the latter reduced the rate to 2 {Mjr cent. The Bank 
of France would at once instruct its agency in Belgium to get redis- 
counted at the Belgic National Bank, the bills it had already discounted 
at 3 per cent. It would not only get in this way, the profit of 1 per 
cent., but the payment made in bank notes might be at once converted 
into specie to be exported to France. This is another method by which 
the Bank of France manages to import specie, while at the same time 
making a slight profit through discounting. 

The method pursued by the National Bank of Belgium for importa- 
tion of specie from France would be exactly alike. Besides, in England, 
Holland, Germany and Austria, there are large private banks with 
whom the National Bank of Belgium is in correspondence, and in view 
of the constantly changing conditions of currency, making attempts 
through discounting operations to bring about its even balance. Now 
these delicate operations can only be performed by a Central Bank, 
which, standing at the very centre of commercial and exchange activities, 
is in position to watch carefully changes in the economic world. It may 
indeed be true, owing to the yet undeveloped state of our national 
finances as well as to our lack of credit, that we shall not be able at once 
to imitate the method of operations commonly employed by the central 
banks of Europe, and meet the wealthy nations of Europe and America 
on footings of equality. Yet the even regulation of a country's currency 
is only possible when tliat country attains such a recognized financial 
position in the world. The establishment of a Central Bank would be 
a necessary means for the attainment of such an end. The first main 
eflTorts of the Central Bank would be directed toward the regulation of 
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the currency at home, by making loans to banks and companies, so that 
through its aid the national capital would be increased. And when the 
country has finally attained such a financial position as would enable our 
Central Bank to establish correspondence with foreign banks, then 
the Central Bank would be in position to employ the usual method of 
discounting operations for the timely importation of specie from foreign 
countries. When that state of aflfairs is reached the country will never 
experience such a distress as the present one, even though the imports do 
exceed the exports and specie leaves the country in consequence. These 
exchange and discounting operations with the view to the importation of 
specie are doubtless not easy to perform. Even the great banks of 
Europe exercise in regard to these operations the greatest circumspection 
and look upon them as one of the most difficult departments of banking 
business. It would, however, be the privilege and duty of our Central 
Bank steadilv to aim at the attainment of such a state of affairs. 

The above are the five principal reasons for the establishment of a 
Central Bank in Japan. Let me now sketch under a few headings some 
of the main features of such a bank. 



A. The Central Bank of Japan should not be jKrniittcd for some 

time to come to issue convertible notes; at the same time 

by icay of bounty the Government should subscribe 

to one half of the shares of the Bank. 

The five reasons for the establishment of a Central Bank as stated 
above are : 1st, to facilitate the circulation of currency ; 2nd, to oflfer assis- 
tance to other banks and private companies; 3rd, to lower the rate of 
interest; 4th, to assume a part of the services in the Exchequer; 5th, to 
discount the foreign bills of exchange. These then will be the ends for 
which the Central Bank shall be established by the Government, and 
for the satisfactory attainment of these the Bank shall be responsible to 
the State. Now a great responsibility re(iuires great strength rightly to 
bear it. It is but just and proper that the Government, in entrusting the 
Bank with such a heavy responsibility, shall confer upon it some special 
protection, in order to enable it to bear that responsibility. This is why 
in the countries of Europe, they confer upon Central Banks the sole 
privilege of issuing bank notes. 

One great aim of the Central Bank consists in offering facilities for the 
circulation of money, and in giving assistance for the relief of finan- 
cial distress. Now in the process of performing these duties, if there be 
not conferred upon it the privilege of issuing bank notes, and the Bank 
be limited in its business operations only to the utilization of its own 
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capital, how does it differ from an ordinary private bank ? At the time 
when the National Bank of Belgium was established, the Belgian finance 
minister of that time, M. Frere-Orban, in the course of his remarks at the 
House of Deputies, said as follows : " If the amount of bank notes which 
may be issued is limited to the amount of its capital, its dividend will 
be no more than 3 per cent., even though the bank discounted bills all 
the year round at 4 per cent., and inciured no loss in management. For 
this reason, if the bank is fully to realize its ideal, there must be con- 
ferred upon it the privilege of issuing notes, several times the amount of 
its capital." This is really the principle on which the privilege of issuing 
bank notes is conferred upon all Central Banks in Europe, and only 
thus can these banks discharge the great responsibility laid upon them. 

Now the proposed Central Bank in Japan will be exactly in the 
same position. That such a bank may worthily discharge its functions,it is 
highly desirable that it may possess tlie privilege of issuing bank notes. 
Yet unfortunately the specie is so scarce in the country now, that it will 
be impossible, in a short period of time, to call forth enough specie to 
form the necessary reserve for issuing bank notes. On the other hand 
if notes are allowed to be issued on the security of Government bonds, 
as in the case of our national banks, we shall but see the output of 
another batch of 8 millions of inconvertible paper and nothing else. It 
will be unavoidable, therefore, for the time being to postpone conferring 
the important privilege of issuing bank n©tes, and allow the public to 
pay for their subscriptions for the shares of the bank in current money • 
and give permission, moreover, to the Bank to turn its capital stock into 
a business capital, so that, through the perfecting of the financial organi- 
zation of the country, the discounting of the foreign bills of exchange, 
the purchase of foreigti coin and bullion, &c., a sufficient specie reserve 
for the issuing of convertible notes may at last be created. When the 
national coffers are sufficiently full of specie, then should take place the 
conversion of the Government paper money, and after that may finally 
be inaugurated the system of convertible bank notes. These gradual 
steps are under our present circumstances necessary, no other course being 
open. 

Since one of the main objects of a Central Bank is to offer relief for 
financial distress (as well as to afford facilities for the circulation of cur- 
rency) it will Ix; safe to presume that such will be one of the legitimate 
functions of our proposed Central Bank ; but it will be very difficult for 
this bank to obtain enough profit from making loans to banks and cor- 
porations with good security, to induce the public to become its sole 
shareholders. Now the current rate of interest being 15 to 20 per cent., 
the dividend promised to shai*eholders ought not to be less than 8 per 
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cent. Supposing that this bank after one year's business has obtained 
with its 10 millions of capital, 10 jx^r cent, or 1,000,000 yc?i of net profit, 
(i. e. the balance remaining after the expenses of founding the bank, 
the current business charges, &c. have been deducted) 800,000 yen out of 
that one million will have to be set apart for dividends, leaving but 
200,000 yeyi for deposit, and bonuses to officials, as well as for the second 
dividend, which is a small sum indeed for these purposes. There can 
be of course no apportionment of a second dividend. It would be impos- 
sible, therefore, unless the Government lent assistance by becoming a 
shareholder, for the bank to maintain itself in full activity with the 
capital collected from the public alone. 

For the^e reasons it will be necessary for the Government, in order 
to make up for the temporary denial of the privilege of issuing notes, to 
become a shareholder of the Bank up to the amount of 5 millions yen or 
one half the entire capital of the Bank. In this way the Government 
will be able to afford security as well as contribute toward the successful 
development of the Bank's business. This will be done purely with the 
object of affording assistance and protection, not in any way to compete 
with private parties in the share of profits. For this reason some dis- 
tinction ought to be made in the proportions of dividends between the 
shares owned by the public and those owned by the Government. For 
instance, if one half of 10 millions are owned by the people and the other 
half by the Government, and the net profit for the whole capital is 10 
per cent, or 1 million, then 8 per cent, of one half of that, or 400,000 yaiy 
may most properly be set apart to be apportioned among the private share- 
holders, which will leave a balance of 600,000 yen. The Government 
may well be content with 6 per cent, profit, or 300,000 yen, for its shares, 
which, being deducted, will leave 300,000 ye?t to be partly set by as a 
reserve and partly paid as bonuses to officials. If after these latter items 
have been settled, there yet remain any balance it may be divided between 
the Government and the private shareholders in equal proportion. 

Now supposing that the net profit of 10 per cent, has been obtained, 
its method of apportionment will be as follows : — 

Declared dividend for 5 millions yen of shares held ^^cn 

by private individuals, at the rate of 8% . . . 400,000 

Declared dividend for 5 millions yen of shares held 

by the Government, at the rate of 6 % . . . . 300,000 

Reserve fund set apart, being 10% of the moneys 

left over after the above two items have been paid 30,000 

Bonuses to directors, auditors and other officials, being 
10% of the moneys left over, after the above three 
items have been disposed of 27,000 



CIIAPTEK I. SECTION III, 63 



Second dividend declared in equal portions between 

Government and private shareholders .... 243,000 

Net profit 1,000,000 

It will be seen that the rate of total dividend for the shares held by 
the Government is 8.43 per cent, per annum, and for those held by 
private individuals 10.43 per cent. 

It will thus be evident that while, without the Government aid, hardly 
enough money would remain for making the second dividend, after setting 
aside deposit and paying tlie bonuses, (the first dividend of 800,000 yen 
having been declared first), with the Government aid the bank would be 
able, (the amount of net profit remaining the same), to pay a second 
dividend to shareholders; and besides the profit of the Government 
would be no less than three or four hundred thousand yen. It is not 
improbable, moreover, that the net profit may be actually more than 10 
per cent., so that the profit accruing both to the Government and private 
shareholders, when the bank reaches a flourishing condition, wall l>e 
decidedly great. I have not the slightest doubt that, under these arran- 
gements, the bank would be able to render its required services to the 
country, and that the Government would be able to accomplish its purpose 
in establishing the bank. 

It ought to be remembered by critics that the Government confers 
this special protection upon the Central Bank, becxiuse of the particular 
needs of the time. For, unless such a protection is given, the Central 
Bank can never be established ; and if the Central Bank be not established, 
it can not be hoped that the present high rate of interest will ever be 
reduced or that the present financial distress can ever be relieved. 

At the time when the bank of France was first established, its pro- 
moters, in view of the difficulty of securing enough shareholders, petitioned 
the Government to come to their aid by making subscriptions for shares 
with one half the money which had been deposited at the Treasur}' as 
security by the Recereurs generals of provinces. The Government of 
France immediately granted their request by buying in the name of the 
Public Loan Bureau of the Government 5,000 shares for 5 million 
francs. Any government under those circumstances could do nothing 
else. But on the other hand, exactly for the very reason that such a 
measure is an exceptional one intended to meet a special emergency, 
when that emergency is over and the business basis of the bank is se- 
curely laid, the Government ought to take steps to transfer the shares it 
owns to private hands at reasonable market prices. In our case we 
can not but hope for the speedy coming of such a day. 
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B. The main Outlines of the Re^lcdions 
respecting the Bank of Japan. 

It is needless to say that in establishing a Central Bank in Japan^ 
its regulations should be drawn up after the fullest consideration of the 
particular conditions prevailing in the country, the conditions in many 
respects quite different in kind and degree from those prevailing in 
Western lands. Yet on the other hand, it is evident that the pattern for 
such a bank can only be found among the banks of Europe, so that our 
most reasonable course would be to aim at framing as perfect a system 
afi possible by taking European banks as our patterns. Now among the 
Central Banks of Europe, the two foremost banks are those of England 
and France. In extensiveness of influence and grandeur of organization, 
these two banks have no peer in the world. Yet it is also true that in 
point of the perfectness of organization and the well-regulated condition 
of business management, the National Bank of Belgium stands highest 
This fact is due doubtless to the lateness of its founding, which enabled 
it to consider fullv the mistakes as well as the successes of older banks. 
Its regulations are for this reason more perfect than those of any others, 
winning highest praises from the financiers of the world, and leading 
the Bank of Amsterdam, at the time of its organization, to closely follow 
its pattern. In the case of a Japanese Central Bank, therefore, no 
better pattern can be found than the National Bank of Belgium ; and if 
the regulations thus copied are modified to suit our peculiar conditions 
and circumstances, I have little doubt that the system thus adopted 
will perfectly meet our present need, and that also in point of practical 
organization it will prove to be a success. For these reasons I have had 
the draft of the Regulations concerning the Bank of Japan as well as its 
By-Laws drawn up, taking as a pattern the National Bank of Belgium, 
but carefully considering the peculiar conditions and circumstances in 
our midst. This draft I now present with this memorandum. But to 
summarize the main features of the Regulations, they will be as follows : — 

1. The term of business of the Bank of Japan to be thirty years. 

2. Its capital to be 10 millions yen. 

3. One fifth part of the capital to be paid in before the Bank 
begins business, and the remainder payable in installments as the 
Bank may require according to its business needs. 

4. A limit to be placed on the kind of business the bank may engage 
in ; the risky and dangerous kinds of business to be prohibited. 

5. The Bank to be entrusted with the receipt and disbursement 
of Government money, so far as may be convenient to the 
Government. 
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6. While the issuing of bank notes shall be considered its rightful 
privilege, that privilege to be withheld for some time to come. 

7. The Governor and Vice-Governor of the Bank to be appointed 
by the Government, the former to be of Chokunin * rank and the 
latter of Sonin * rank. 

8. The Minister of Finance shall appoint Comptrollers to act as 
his representatives. 

9. The Bank to make the monthly report of its busine&s conditions 
to the Minister of Finance. 

10. The Government to become the Bank's shareholder, to the 
amount of one half the entire capital of the bank. 

Now for the successful working of the system, the above are the most 
important points that must be emphasised. Some persons may take 
exception to No. 7, to making the Governor of Chokunin and the Vice- 
Govemor of Sonin rank, being something yet unheard of in Japan. 
Yet in order to secure the necessary confidence in the country, the 
Governor of the Bank needs to occupy an exalted position, and his 
appointment and dismissjil made to depend upon the will of the Supreme 
Executive of the country. Countries like England, France, Austria and 
Germany, for these reasons, all have for their central banks governors 
who are appointed by the supreme authorities in those countries. In 
France even the president of the industrial bank is appointed by the 
supreme executive, formerly by the King, now by the President of the 
Republic. Such being the case even with the most advanced countries 
of Europe, how much more need w^U there not be in Japan, where the 
credit of banks and commercial houses are as a rule so low, to take every 
necessary precaution to increase the credit of the Central Bank, now to 
be newly established ? If however these points are carefully noted, and 
the Central Bank established in accordance with these principles, I 
have little doubt but that it will prove a succe-<s, and that from its 
establishment will date the opening of facilities for the circulation of 
currency, the rise of commercial enterprises, and the expansion of the 
financial policy of the Empire. Before I conclude I cannot forbear 
saying a word in regard to the necessity of establishing industrial and 
saving banks. The industrial bank has for its object the loaning of 
capital on the se^curity of land, houses and other real estate, for agricul- 
tural purposes or for manufacturing enterprises, like silk manufacture for 
example, or for engineering objects like a canal construction or harbour 
works. The great progress which European countries have made in re- 



* The official of the Chokunin rank is appointed by the direct command of the 
Emperor, while that of the Sonin rank is appointed on the recommendation of the 
minister in charge of the department, to which the appointee is expected to belong. 
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cent years in these respects is attributable in no small degree to the services 
rendered by the industrial banks of those countries. The savings banks 
have for their aim the encouraging of the spirit of thrift among the 
poorer classes of population. These people, whose earnings are small, 
may yet contract the habit of saving, and the accumulation of the mites, 
thus saved, may give them capital sufficient to start them in life. When 
the spirit of thrift comes to pervade the lower classes, the cases of 
crime will Ixi much reduced, those who would have become criminals 
turning out to be good citizens. The statistias of European countries 
show that the number of people who marry and have homes of their 
own have been recently on the increase, and this fact must be largely 
attributed to the services of the saving banks. Industry and thrift are 
two chief factors in the production of national wealth, and the savings 
bank has for its aim the encouragement of the spirit of thrift, while the 
industrial bank seeks to encourage industry among the agricultural and 
manufacturing classes. And what the industrial bank seeks to do among 
the agricultural and manufacturing classes, the Central Bank tries to 
accomplish among the commercial classes. These tliree kinds of banks 
therefore, while their organizations are distinct and diiferent so that they 
may never be brought within one organization, are yet closely dependent 
upon each other, and by mutual support work together toward the 
increase of national prosperity. They may be compared to the three feet 
of a tripod which support the economic structure of a nation. 

The industrial and savings banks need special regulations for their 
right organization. Faulty systems, if hastily introduced, would lead to 
lasting misfortunes in the case of one, and to irredeemable sorrows in the 
case of the other. The services which the industrial bank is expected to 
render take time before results can be seen. For that reason, the bank 
needs the most careful protection and inspection according to special regu- 
lations. The small savings of the poorer classes arc, on the other hand, 
so bound up with their very lives, that if wrongly managed and 
squandered these people can never hope to retrieve their losses. It is 
for these reasons that the drafting of regulations for these banks needs 
a most careful consideration. 

The fact that in agriculture and manufacture larger capitals are 
being needed more and more, while the number of private savings banks 
is daily increasing, calls for the speedy issue of proper regulations 
concerning these banks. Indeed the private savings banks of the present 
day are so imperfectly organized, that should mismanagement occur and 
cause losses to the depositors, it is to be feared that people would come to 
distrust the system of saving itself. It will not be well, however, to 
consider the establishment of these diiferent kinds of banks all at once ; 
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and confining the present memorandum to matters connected with the 
establishment of a Central Bank, I shall seek some future opportunity 
to prepare the drafts of the Regulations concerning the Industrial and 
Savings Banks". 

The foregoing memorandum was approved by the Govern- 
ment. In June 1882, the Government issued by Imperial Ordi- 
nance No. XXXII, tlie Regulations concerning the Bank of 
Japan, and on the 10th day of October of the same year the Bank 
of Japan was founded. The Regulations run as follows: — 

The Regulations concerning the Bank of Japan, 

Art. I. The liabilities of the Bank of Japan shall be limited, so 
that the shareholders shall be responsible for the payment of 
the Bank's debts only up to the amount of the shares, paid or 
unpaid, owned by them. 

Art. II. The Bank of Japan shall have its central oflBce in Tokio. 
In the capitals and other principal towns of prefectures, the 
Bank may open branch and sub-branch oflBces or establish cor- 
respondence with other banks ; in all these cases, however, the 
Bank shall first obtain the approval and sanction of the Minis- 
ter of Finance. The Minister on his part may order the Bank, 
if he think it necessary to open a branch or sub-branch office at 
any place. 

Art. III. The legal term of business of the Bank of Japan shall be 
thirty years, counting from the day it opens business. By the 
resolutions of the shareholders at their general meeting, the Bank 
may petition the Government for the lengthening of the term. 

Art. IV. The capital of the Bank of Japan shall be 10 million yen; 
these being apportioned into fifty thousand shares, the portion 
of each share shall be two hundred yen. By the resolutions of 
the shareholders at their general meeting, the Bank may petition 
the Government for permission to increase its capital. 

Art. V. The shares of the Bank of Japan shall be all registered ; 
none but Japanese subjects being allowed to sell, purchase or 
transfer these shares. 

Art. VI. Persons desiring to become shareholders of the Bank of 
Japan shall obtain permission of the Minister of Finance. 

Art. VII. When one fifth part of the capital authorized has been 
paid in, the Bank may open basiness; concerning the method of 
levying subscriptions to its shares, the Bank shall make proper 
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regulations in its By-Laws. 
Art. VIII. When part of the paid up capital has been reduced on 

account of losses from business, the Bank shall demand an 

installment of a portion of the unpaid capital, equal in amount 

to the amount reducecl. 
Art. IX. When need arises, on account of the expansion of the 

Bank's business, of increasing its paid-up capital, the Bank 

shall demand an installment of a portion of unpaid capital. 
Art. X. After a dividend has been declared, at least ^/n, part of the 

remaining profit shall be set apart as a reserve fund. The aims 

of the reserve fund are two: — 

1. To make up for the reduction from losses of the capital. 

2. To make up for the deficiency of the profits to be divided. 
Art. XI. The business of the Bank of Japan shall be as follows :— 

1. To discount or purchase Government bills, bills of exchange, 
commercial bills, &c. 

2. To buy and sell gold or silver bullion. 

3. To make loans on the security of gold and silver coins, or 
bullion. 

4. To make the collection of bills for banks and corporations, 
who are regular customers of the Bank. 

5. To receive deposits in current accounts and accept the 
custody of objects of value, such as gold or silver coins, 
precious metals and documents. 

6. To make advances in current accounts or in loans for fixed 
periods upon the securities of Government bonds, Treasury 
bills or other bonds and shares guaranteed by the State; as 
to the amount of such advances and the rate of interest, the 
Governor, Vice-Go vernor, Directors and Auditors shall make 
joint resolutions from time to time, and obtain the sanction 
of the Minister of Finance. 

Art. XII. The Bank of Japan may not engage in any kinds of 
business other than those mentioned in Art. XI, and shall not 
transact the following : — 

1. To make advances in loans on the securitv of real estate, or 
shares of bank or other corporations. 

2. To make advances in loans on the securitv of the shares of 
the Bank of Japan, or to purchase these shares. 

3. To become a shareholder of industrial corporations or to 
engage either directly or indirectly in industrial enterprises 
of anv kind. 

4. To become the owner of real estate, except from the necessity 
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of establishing the Bank's central, branch or sub-branch 
offices. 

Art. XIII. The Government mav at its own convenience entrust 
to the Bank of Japan services connected with the receipt and 
disbursement of the Government monev. 

Art. XIV. The Bank of Japan shall have the privilege of issuing 
convertible bank notes. When the permission to exercise this 
privilege is given to the Bank, the Government shall issue parti- 
cular rules relating to the same. 

Art. XV. The Bank of Japan may issue bills and cheques. 

Art. XVI. The Bank of Japan may purchase or sell Government 
loan bonds; the Bank shall, however, in each case obtain the 
permission of the Minister of Finance. 

Art. XVII. The Bank of Japan shall be presided over by a Gover- 
nor, Vice-Governor and four Directors ; besides these, there shall 
be from three to five Auditors. 

Art. XVIII. The Governor and Vice-Governor shall be appointed 
for the term of five years, the former to be Chokunin, the latter 
So7iin in official rank; they may not during their term of office 
l)e appointed to any other Government offices. 

Art. XIX. The Directors shall be elected bv the shareholders at 
their general meeting and afterward sanctioned by the Minister 
of Finance ; in the case of the first Directors, how^ever, they 
shall be appointed for the term of five years by the Minister of 
Finance. The Auditors shall be elected bv tlie shareholders at 
their general meeting ; and the terms of office of the Directors 
and Auditors shall be determined by the By-Laws of the Bank 
of Japan. 

Art. XX. The Directors may not become, during their term of 
office, the oflBcers of other banks or corporations. 

Art. XXI. The Minister of Finance shall appoint Comptrollers to 
make periodical visits to the Bank and oversee its business 
management. 

Art. XXII. The Bank of Japan shall make careful inquiries into 
the condition of its business in the central, branch and sub- 
branch offices as well as its correspondents, and make report to 
the Minister of Finance at least once a month. 

Art. XXIII. The Bank of Japan shall make its own By-Laws in 
accordance with the provisions of these Regulations, and obtain 
the sanction of the Government for the same ; when it is desired 
to make changes in those By-Laws, the shareholders shall pass 
resolutions to that effect, at their general meeting, and secure 
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the sanction of the Government. 

Art. XXIV. The Government shall oversee the business manage- 
ment of the Bank, and may not only stop acts which are contrary 
to the Regulations or the By-Laws, but also those which in the 
opinion of the Government are contrary to the interest of the 
State. 

Art. XXV. In case these Regulations are amended, the Government 
shall publicly notify the shareholders of that fact, three month 
previous to the going into effect of those amendments." 

At the same time with the establishment of the Bank of 
Japan, the Government took measures to increase its revenue ; 
in 1882 the Government first levied stamp duties on patent 
medicines, and license tax on the brokers of the rice-exchange 
and the stock-exchange, and revised sake and tobacco taxes; 
and in 1885, taxes on soy and confectionary were levied for 
the first time. One half of the surplus of revenue which was 
secured through these means was devoted to the redemption of 
inconvertible paper money, while the other half was added to 
the reserve fund w4th the object of employing it for securing 
the importation of specie from abroad. 

The Government now established consulates in London, 
New York and Lyons, the three greatest foreign markets 
for Japanese goods; and by employing the reserve fund of 
the Government in discounting foreign bills of exchange, tried 
to absorb specie from abroad, as well as to encourage the ex- 
port trade. To import foreign specie in some way was at the 
time an absolute necessity, since the output of gold and silver 
from Japanese mines only amounted to 400 or 500 thousand 
yen annually. As results of this policy the amount of paper 
money was reduced at the end of 1885 to about 88,345,096 yen^ 
while at the same time the Government was yet able to keep 
about 42,260,000 yen of specie in the reserve fund. In view 
of these facts, the price of paper money gradually kept rising 
until it stood on a par with silver. The Minister of Finance, 
Mr. Matsukata (now Count) now presented to his colleagues 
a plan of permitting the Bank of Japan to issue a certain 
amount of convertible bank notes as a sort of experiment, pre- 
paratory to the resumption of specie payment. The Govern. 
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ment, on approving this plan, had regulations drawn up 
concerning convertible bank notes. Imperial Ordinance 
No. XVIII and the accompanying Regulations in regard to 
convertible bank notes, which were issued on the May 26th, 
1884, run as follows : — 

Imperial Ordinance No, XVIII of tlie 26th day of May of the 

17th year of Meiji {1884). 

The Convertible Bank Note Regulations are hereby issued. They 
shall go into operation on the 1st day of July of the 17th year of Meiji 
(1884), Imperial Ordinance No. C promulgated in September of the 
7th year of 3Ieiji (1874), will cease to be effective one year after the day 
the.se Regulations are issued. 

The ConveHiblc Bank Note Regulations, 

Art. I. The Convertible Bank Notes shall be issued by the Bank of 
Japan, in acconlance witli the provisions of Art. XIV of 
the Begulations concerning the Bank of Japan. The^e Bank 
notes shall be convertible with silver. 

Art. II. The Bank of Japan shall keep a sufficient amount of silver 
coins as reserve fund for the conversion of its notes. 

Art. III. The denominations of the Convertible Bank Notes shall 
be l-yeiiy 5'yen, lO-yen, 20-yc«, oO^yen, lOO-yen, "lOO-yen, seven 
kinds in all. The Minister of Finance shall determine the 
amount to be issued of each kind. 

Art. IV. The Convertible Bank Notes shall be legal tender in the 
payment of taxes and custom duties, as well as in all monetary 
transactions. 

Art. V. The Convertible Bank Notes shall be manufactured by 
the Bank of Japan according to the shape, lettering and design 
fixed by the Minister of Finance; the amount manufactured 
being reported to the said Minister from time to time. The 
Minister of Finance shall previously notify the public as to the 
specimen of the note to l)e issued. 

Art. VI. Persons desirous of getting the Notes exchanged for coins 
may get them so exchanged at the central or a branch office of 
the Bank any time, when the office is open for business. 

Art. VII. Persons bringing gold or silver coins to be exchanged 
for the Notes may get them so exchanged at the central or a 
branch office of the Bank, without fee. 
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Art. VIII. The Bank shall prepare tables showing the receipts 
and disbursements of the Notes for each dav, as well as for each 
month, and report the same to the Minister of Finance. 

Art. IX. The Minister of Finance shall instruct the comptrollers 
to oversee all matters relating to the issuing of the Notes; when 
necessary the comptrollers may examine the safes where the 
Notes are kept, as well as the books recording the Notes issued. 

Art. X. The Notes which get defaced or mutilated so as to be unfit 
for circulation, may l)e exchanged, without fee, at the central 
or a branch office of the Bank. 

Art. XI. All processes reganling the manufacture of the Notes, 
their redemption, the exchange of damaged Notes, &c., shall be 
determined bv the Minister of Finance. 

Art. XII. All crimes respecting the counterfeiting and fraudulent 
alteration of the Notes shall l)e punished in accordance with the 
articles, relating to the counterfeiting of paper money, in the 
Criminal Code. 

In accordance with these Regulations the Bank of Japan 
began to issue convertible bank notes on the 9th of May, 
1885. And the Minister of Finance (Count Matsukata), in 
view of the fact that every preparation was now fully made for 
the Government to resume specie payment, presented the follow- 
ing memorandum to the Government : — 

Very soon after the Restoration, the Imperial Government was sorely 
pressed with the need of money to defray manifold expenses to which 
the Government was subjected, and as the only measure of relief, they de- 
cided to issue paper money. The paper money was thus issued on the 1 9th 
day of the second 4th month of the 1st year of Meiji (1868) and the 
period of circulation was limited to thirteen years. On the 28th day of 
the 5th month, 2nd year of 3feiji (1869), the system was changed, and it 
was publicly notified that the notes would be exchanged with new 
coins which were then to be issued. But the demand for Government 
expenditures continued to be so great — owing to the facts that every piece 
of adminibiration had to be newly begun, as well as to the fact that the 
Government had on hand the task of adjusting the disordered state of 
affairs resulting from the war just closed — that the promised conversion 
of paper money had to be practically abandoned. In the 12th month of 
the 4th year of 3/ey7 (1871), it was announceil by Imperial Ordinance 
that the various kinds of paper money would all be exchanged with the 
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new paper money *. In the following year, the (Government put forth a 
plan of redemption by inviting the people to have paper money ex- 
changed ^\ith the Government bonds to be issued for that purpose. 
The Klnsatsu (literally gold notes) Exchange Bond Regulations were 
thus issued in the 3rd month of the 4th year of Melji (1872). Yet the 
amount thus exchanged was small, never accomplishing the purpose of 
reducing the amount of the notes in circulation. After those days a series 
of political disturbances occurred, culminating in the rebellion in the 
South-Western provinces in 1877; and from these causes the financial 
distress of the Government grew greater step by step, so that the 
Government was led to issue another large batch of paper money. 
Thus while the amount of paper circulating before the War of Rebellion 
stood at yen 93,323,156.3385, it was increased by the addition of 27 
millions issued during the war, and also by the issue of a large amount 
of national bank notes. In 1878 the amount rose to such enormous 
proportions and their prices fell so rapidly, that in the year 1880 and 
1881 the depreciation amounted to as much as 50 per cent, of the face 
value. This was due doubtless to their over-issue, but also no less to the 
fact that the notes being inconvertible could not command enough 
credit. 

At the time the undersigned (Count Matsukata) accepted the present 
post, the Government was most seriously engaged in an attempt to find 
some fit measure of relief. The measures I had the honour to suggest 
having been approved by the Government and having received the 
August Sanction, progress was made step by step in the line of financial 
reform. As such steps may be mentioned, the reduction of the expendi- 
tures of the Government with the view to tlie contraction of paper 
currency; the increase of the specie reserve as preparatory to notes 
redemption; the retirement of the paper money temporarily issued from 
the paper money reserve; the founding of the Bank of Japan, by which 
the financial organization of the country was perfected, the revision of 
the national bank regulations, by which a way was opened for the 
redemption of national bank notes; and lastly, the issuing of the Conver- 
tible Bank Notes Regulations. During the first part of the period, the 
amount of paper in circulation was yen 154,803,242.282 — of which 
34,398,030 yen were national bank notes, and 14,500,000 yen were the 
temporary i&sues from the paper money reserve. But this amount has 
been reduced during the last three years — including the present year, 
1884— by the redemption of yen 34,133,754.25— of which 14,500,000 
yen were issues from the paper money reserve, and 3,637,772 yen were 
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the notes of national banks. Of the Government paper money that 
remains and is now in circulation, there are yen 89,909,230.032. On 
the other hand the increase of the Government's specie reserve has been not 
inconsiderable. In 1881 the specie reserve of the Government for the 
purpose of redemption amounted to but yen 7,385,997.16. (This is the 
balance remaining of the amount of specie in the Government reserve on 
the 21st October 1881, after from that amount has been deducted yen 
1,288,176.722, being the amount employed in discounting foreign ex- 
change bills). Now after but little over three years, in October of this 
year, the specie reserve will probably amount to yen 39,612,810.722. 
Comparing this with the volume of paper money in circulation to-day, 
it comes up to almost one half the amount of the latter. That so much 
has been accumulated in times, when there have been so many calls for 
expenditures, must be attributed largely, — though no doubt partly due to 
certain natural causes, — to the earnestness of the Government in making 
the attempt to relieve the financial distress. In view of past circum- 
stances and of the probable direction of future affairs, I cannot but think 
the present to be the most opportune moment for redeeming the inconver- 
tible paper money. I pray most earnestly that the Government will 
approve these suggestions and not let go the present opportunity. I 
have no doubt that if these reforms are now effected, that all fear of 
certain unexpected disturbances in commercial affairs will be quieted, 
and the much needed facilities finally offered for the circulation of 
currency. But currency reforms need to be effected with extreme 
caution on account of their many-sided influence. It will be well, 
therefore, to effect the change now contemplated gradually, not too 
suddenly. The 1st day of January, 1886, may be fixed as the date on 
which the process of redemption shall begin to take place. The present 
specie reserve may first be devoted to redemption, while the coins minted 
out of the Kedemption Fund, year by year, may be set apart, as fast as 
produced, as reserves for further exchange. Let the business of ex- 
change be entrusted entirely to the Bank of Japan, and that Bank 
instructed to exchange all the Government paper money that may come to 
that bank by way of ordinary circulation. Thus may the too sudden 
change be avoided, and the reform effected smoothly and quietly. If 
these suggestions shall happily receive the August Sanction, not only 
will the Government be able to accomplish its original purpose in 
regard to paper money, but the credit of the Government both at home 
and abroad will be thereby assured, the national finance placed on a 
five basis, and the future happiness of the people greatly enhanced. 
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As the result of this memorandum the public was notified 
through Imperial Ordinance No. XIV of June, 1885 (18th 
year of Meiji), that the Government would commence to 
pay specie in exchange for Government paper money on 
January 1st, 188G (19th year of Meiji,) The Ordinance runs 
as follows: — 

Imperial Ordinance No, XIV of the 6th day of June 
of the 18th year of Meiji {ISSo). 

The paper money issued by the Government shall be gradually 
exchanged with silver coins from January 1886 on, and the paper money 
thus exchanged shall be cancelled. The rules concerning the process of 
making the said exchange shall be fixed by the Minister of Finance, 
and the business entrusted to the Bank of Japan. 

As to the conversion of national bank notes, the Minister of 
Finance, Mr. Matsukata (now Count), saw the need of first 
amending the National Bank Regulations, with reference to 
which he presented the following memorandum to the Govern- 
ment. It was dated Marcli, 1883 (16th year of Meiji), and 
runs jxs follows : — 

*' The policy which a ci)untry pursues resjKjcting paper currency exer- 
cises a most important influence upon its financial well-being. If that 
policy be false, the price of paper money will be in constant fluctuation, 
and the credit of the country will bo lowereil ; in short, all the evils of 
national economy result therefrom. Now every sound policy respecting 
paper money must include two things: 1st, to keep the amount issued 
within proper limits; 2nd, to keep the paper money uniform in kind. 
Each country has its own limit to the need of paper money. This limit 
is fixed by the working of economic laws, and if that limit be trans- 
cended through over-issue, there invariably follows depreciation in the 
price of the paper, causing disturbance in the prices of commodities. 
These are economic truths. Now the paper money of Japan to-day being 
inconvertible lacks the nature of elasticity ; so that although the amount 
already in circulation exceeds the proper limit, it cannot adjust itself by 
contracting the amount by its own free action. For this reason it is in- 
cumbent on the Government to determine upon some fit measure for the 
reduction of the amount, so as to bring it within the proper limit. This 
is the first thing to be considered. The second thing to be considered is 
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the advisability of reducing the various kinds of paper money now in 
circulation into one uniform kind. For when there are different kinds 
in circulation, not infrequently it happens that they differ in the degree 
of credit they receive from the public, so that their prices differ from 
each other, those weak in credit circulating at various discounts. These 
evils have often happened in Europe. In the case of our country at 
present, the national bank notes in circulation have been issued by some 
one hundred and forty banks, to which must be added the paper money 
issued by the Government. While the evils have not yet attained the 
degree reached sometimes in Europe, yet the confusion is already great, 
and no one can assure us that we shall not witness here some of the. 
greatest evils seen in Europe. It is very clear that our true policy will 
be to take speedy measures for retiring all these varieties of paper cur- 
rency and have them substituted by one uniform kind. The recent 
establishment of the Bank of Japan may indeed be looked upon as a 
step in advance in this direction. In the realization of this policy, how- 
ever, it will be well first to take up the problem concerning the disposal 
of the bank notes. For the disposal of the Government paper money, 
a different plan will have to be adopted which will be considered at 
some later time. At present in this memorandum let me confine myself 
to the discussion of the past history and the method of disposal of the 
national bank notes. 

The national bank notes were first issueil in the 5th year of 3Ieiji 
(1872), in accordance with the original National Bank Regulations. 
According to those Regulations the national banks were permitted to 
issue notes, only on condition that these notes were to be convertible with 
gold. At first there was no difference in value between gold and paper, 
and the system worked well and smoothly. The bank notes of those 
days were therefore in their nature faultness. The conditions however 
became changed, when with the 7th and 8th years of Meiji (1874 — 5) 
the imports of the country began to greatly exceed its exports, and as a 
natural result there began to take place a greatly increased export of 
specie. In consequence of this the price of gold coins daily rose, and 
the demand made upon national banks for the conversion of notes became 
exceedingly great. The banks now found tliat, if they continued longer 
to keep the supply of specie on hand for the purpose of exchange, not 
only would they have to rapidly shrink the volume of their business, 
but that they would be rather assisting in the efflux of gold abroad. 
For these reasons four national banks, 1st, 2nd, 4th and 5th, explaining 
fully the circumstances they were placed in, jointly petitioned the Govern- 
ment to introduce some amendments to the National Bank Regulations 
respecting the convertibility of bank notes. Yet the Government could 
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not see that it could grant at once the petition from these banks, but 
tried to help them by making loans of the Government paper money. 
This was, however, but a temporary makeshift; and that the system of 
bank notes, convertible with gold, could not permanently be maintained was 
apparent to every bo<ly. There was another strong reason for making a 
change. In the 7th year of Meiji (1874) the Government determined to 
supply with the Volurdary-Caplializcd'Pcnnon'Bonds, those who surren- 
dered voluntarily either their hereditary pensions or their pensions for 
merit. In consequence, the number of the Samurai who went into busi- 
ness or agriculture, with funds thus obtained, was very large. And they 
nearly all failed ; their hereditary training for three centuries, their per- 
sonal habits and aptitudes, were all against them in their new pursuits. 
And when in the 9th year of 3Ieiji ( 1876) the payment in rice of the 
pensions of the DaimioH and Sammrah were stopped, and instead the 
Government supplied them once for all with the Government bonds, there 
was great fear and anxiety that these bonds so freely scattered suddenly 
would depreciate, and that the owners of them finally come to lose their 
only means of livelih(K)d. From a political point of view there was an 
urgent necessity of protecting these classes from making failures, for in 
them existed the energy of creating disturbance. The Government there- 
fore adopted a plan of encouraging them to establish the note-issuing banks 
with the Government bonds as capital, and to protect these banks by 
making proper regulations. There arose thus a need of amending certain 
clauses in the existing regulations of the National Banks relating to the 
specie reserve and the convertibility of paper with gold, &c. This strong 
reason combined with the urgent petition from the four banks mentioned 
above, led the Government to revise the original National Bank Regula- 
tions. The revised Regulations, which are those in operati6n at present, 
were issued in 1876. By this revision the convertibility of the bank 
notes with gold was changed to their convertibility with currency. 

Now the essence of the bank note is in its convertibility with gold, 
like a promissory note. But according to the change thus made, the 
convertible notes were changed into inconvertible notes. They became 
now practically what are called in Europe le cours force, and the essen- 
tial nature of a bank note was entirely lost. The Government was not 
indeed ignorant entirely of this absurdity. Yet they took these false 
steps, being urged on by strong reasons both political and financial as 
mentioned in the previous paragraph. And indeed, we must grant that, 
though false in principle, these steps led to useful results. For at that 
time, if it were attempted to maintain intact the true nature of the bank 
note, the banks of the country would have all failed ; and if the banks 
failed or could not be organized, the Samurai would have failed to find 



8 THE ADOPTION OF THE GOLD STANDARD IX JAPAN. 



means of earning a livelihood ; that the Samurai were able to pass 
through this most critical stage in tlie history of their cla^s without too 
great sufferings is doubtless due in no small degree to the special protec- 
tion afforded them by the Government. 

The condition of things has improved since those days. In agricul- 
ture and commerce, and in financial matters, the signs of improvement 
and prosperity may be noticed. With these improvements, the currency 
policy needs also to be changed, so that the inconvertible paper money 
may be replaced by convertible notes, and the various kinds of paper 
money now promiscuously circulated, replaced by an uniform paper cur- 
rency. Indeed among the purposes for which the Bank of Japan was 
organized, this has already been noticed as one of the most important. 
But if this purpose is ever to be accomplished, proper measures must be 
taken now which shall prepare the way for the proper disposal of our 
national bank notes. The redemption of these notes, if rightly done, 
will have a most important influence on the state of currency as a whole ; 
for the national bank note possesses the full powers of legal tender money, 
being used in payment for taxes and in monetary transactions of all 
kinds. If, therefore, these notes are redeemed, the effect will be the same 
as a reduction of currency, and it will contribute materially toward the 
necessary contraction of the national currency. 

Now in regard to the best method of disposal of these bank notes, 
it would not do to transfer the ownership of them to the Bank of Japan, 
and entrust that bank with the responsibility of redeeming those notes— 
in imitation of a course which has been sometimes pursued in Europe. 
If the Bank of Japan had to-day enough financial strength to be able to 
issue convertible notes, such a method might indeed be adopted. But 
unfortunately such is not the case yet. And when that Bank, while it 
nominally possesses the privilege of issuing notes, is in reality unable to 
exercise that privilege, how can we entrust it with the responsibility of 
redeeming some 34 millions of inconvertible national bank notes now in 
circulation ? 

It may be suggested by some that the Government might give special 
permission to national banks, to freely employ in ordinary business the 
specie reserves of those banks, w^hich are now kept for the purpose of 
redemption; and that the Government might require the banks to redeem 
their notes in proportion to the amount thus employed from the reserve. 
But this again does not seem to be a proper method; for the reason that 
this will not go far enough. The Government might indeed give such a 
special permission; but even supposing the entire reserves of all the 
national banks had been so employed, they would amount to only about 
5,500,000 yen (in making this estimate, in the case of the reserve of the 
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15th Bank the amount actually in existence only is counted), and the 
notes redeemed would amount to no more than that sum. There would 
yet be left some 28 millions of inconvertible notes in circulation, and 
some further method would have to be devised for the redemption of this 
large remainder. Now as to this further method, there seem to be two 
plans: one being to order the banks to redeem by installments annually 
during their remaining legal term of business, apportioning to each year 
an even amount; tlie other to wait till the end of the term and to require 
them to redeem all the notes at once. Now if the former plan were 
adopted, the banks would first redeem the amount of notes equal to the 
specie reserve, and then the remaining amount in even apportionments 
annually, by devoting a certain portion of each year's profit to that 
object. For example, suppose here is a national bank with a capital of 
100,000 yefii, and it has issued 80,000 yen of notes. Now if it should at 
once redeem 20,000 yai of these notes, as being equal to the amount 
of its reserve, there will yet remain 60,000 yen to be redeemed in fifteen 
years (its remaining legal term of business); which will compel the bank 
to set aside 4,000 yen annually of its profits for the purpose of redemption. 
It would seem that such an outlay would be beyond the powers of most 
of these banks to bear. It may be said that the banks could not 
complain, for they would be but discharging the debt they incurred; 
but for the Government to come suddenly upon these banks with such 
heavy demands might be justly regarded as an act of too great stringency. 
Most of these banks have a small capital and make but small profits; and 
if they are compelled to pay out no inconsiderable part of their profit 
annually for redemption of notes, the number of them which fail will 
without doubt be suddenly increased. Some may even say that there are 
already too many banks in the country and the failure of some w^ould be 
but sifting out chaff and in the end do good to the country. On the con- 
trary, however I must contend that there are not too many banks in the 
country. Banks are no other than channels for the circulation of cur- 
rency, and no nation can financially prosper without a sufficient number of 
them. Compared with Europe, the banks of this country are not by any 
means too many. Moreover such critics do not seem to realize the extent 
of the injuries which happen to the money market from bankruptcy. 
If such failures occur more frequently than they occur to-day, their disas- 
trous effects will be beyond estimation. Then again in regard to the 
second plan: if, according to this plan, all the outstanding amount of notes 
— some 28 millions in all— is to be redeemed at once at the expiration 
of the term of business, which will be about 1898 or 1899 (31st or 
32nd year of Meiji) — for since these banks were organized mostly 
in the 11th or 12th years of Meiji, their twenty years t^rm will 
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expire in the years ju^t mentioned — more than one hundred and forty 
banks of the country will be all at once selling their Government bonds^ 
with the object of redeeming their notes. But such a sweeping wholesale 
method of redemption will be most certainly productive of sudden 
changes in the financial condition of the country, and the banks thus 
suddenly bereft of capital will be one after the other panic stricken and 
ruined. In such circumstances, the Government will be compelled 
either to prolong the term of business or to find some method of protecting 
those banks by afibrding them financial aid. So then all these objections 
stand against the adoption of this second plan. 

While there are such difficulties in the way of the adoption of these 
plans, yet nevertheless some method of accomplishing redemption must 
be devised. It will be impossible to continue longer without determining 
upon some sound policy. The evils of the present are suflSciently great, 
and they will grow greater with each day they are left unremedied. 
The following, then, is the plan I submit. The line of policy will be to 
fix upon a plan of gradual redemption so as not to create disturbances in 
financial conditions, and that plan so devised as to give assurance to the 
banks concerning their future prospects; so that they will be made to 
see that after the notes are all redeemed, they will be able to carry on 
business as the private banks of to-day. In the first place, according to 
this plan, we must introduce certain amendments into the existing 
National Bank Regulations, so as to require the national banks to deposit 
their reserve funds in the Bank of Japan and entrust to that bank the 
work of redeeming the national bank notes, by employing those reserve 
funds thus deposited there. Then the Bank of Japan will buy with 
these funds Government bonds, the interest on which will be spent 
annually for the redemption of notes. Each national bank shall more- 
over make deposit annually out of its profit, the amount of money equal 
to 2.5 per cent, of the notes issued by that bank, to be employed by the 
Bank of Japan in buying Government bonds, whose interest shall also be 
devoted to the redemption of notes. If any of the Government bonds 
purchased in these ways are liquidated by lot, the money thus accruing 
to the bank shall be again employed in buying Government bonds, the 
interest from which will also be devoted to the redemption of notes. If 
after these processes have taken place for fifteen years, there yet remain 
notes unredeemed, a portion of the Government bonds shall be sold, and 
the proceeds thereof devoted to the redemption of such remaining portion 
of the notes. Now since according to this plan, the entire business 
connected with the redemption of the notes issued by national banks 
would be entrusted to the Bank of Japan, it might perhaps be urged 
in objection that there is no reason why the Bank of Japan should be 
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80 especially burdened with the task of adjusting the disorders connected 
with the issue of inconvertible bank notes. In reply it must be said 
that the Bank of Japan enjoys extraordinary privileges conferred upon 
it by the Government; and it fills, besides, the position of being the 
Central Bank for all the banks of the country, so that in return for these 
privileges it might with perfect propriety be placed under some such 
special obligations. 

It ought to be remembered that the privilege of issuing bank notes 
has been conferred bv the Government on the national banks for the term 
of twenty years; and, therefore, if the Government adopt a policy of 
reducing the amount of the notes before the expiration of the period, it 
is but proper that the Government should provide some method of 
specially protecting those banks. Now, if the plan set forth in the 
preceeding paragraph be adopted, it would amount to the Government's 
affording special financial assistance to th^ banks; for the reserves 
which are now lying idle in the safes of the banks, would be made to 
yield interest, and this interest would be devoted to the gradual redemp- 
tion of bank notes, extending over the period of fifteen years. The 
advantages of this method are numerous; 1st, in this way the national 
banks need not suffer the yearly loss of capital, which they would 
in case they engaged in the redemption of notes, so that the cases of 
failures of banks would not much increase; 2nd, the notes would come 
back to the banks after the expiration of fifteen years in the form of 
currency, while the Government bonds deposited by these banks in the 
Finance Department as well as their reserve funds, would still remain 
theirs in the end ; 3rd, since the large amount of notes would not be at once 
redeemed, there would be no fear of producing sudden changes in the 
money market leading to financial distress ; and 4th, the amount of paper 
money would be reduced to its natural limit, and thus a way would be 
opened for the introduction of a uniform system of paper money. There 
would be these four advantages, and scarcely any fear of producing 
disturbances. The method, moreover, is rational, clear and impartial, 
not doing injustice or damage to any one party, but serving equally the 
interests of different parties concerned. The Government would be able 
to carr}' on this plan, when once adopted, without hesitation or fear of 
any kind. Where else shall we look for a plan of redeeming the 
national bank notes, if we reject the plan here advocated ? 

Before concluding, there is one thing that needs to be mentioned. It 
is no other than the fact that when the process of redemption of bank 
notes is fairly in progress, then and only then, may the industrial bank 
— Credit foncier — be established. The importance and necessity of es- 
tablishing that institution which has for its object the encouragement of 
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agriculture and of industrial enterprises by supplying them with necessary 
capital have been explained on a previous occasion. The reason why 
this class of institutions can not be now at once established, is in the fact 
that since the market price of Government bonds is below par it 
will be impossible for these institutions to issue bonds {obligation). Now 
according to the plan of redemption advocated in the present memo- 
randum, the Government bonds which would have to be at once pur- 
chased by the Bank of Japan with the specie reserves of the national 
banks would amount to some 7,900,000 yen, (in this estimate the reserve 
fund of the 15th Bank is regarded as having reached its legal amount, by 
counting in the money paid back to the bank by the Government), and 
those purchased with the yearly deposits of the national banks (2.5 per 
cent, of the notes issued) would amount to some 700,000 yai annually. 
In fifteen years' time, the total purchased in these ways would rise to over 
10 millions. Now, if this large amount of Government bonds is kept in 
the Bank of Japan, there is no question that it would effectively reduce 
the amount of the bonds in circulation, even though on the other hand the 
Government would be releasing part of the bonds kept on deposit as security 
for issuing notes, in proportion to the notes redeemed. And this reduction 
in the amount of circulation of these bonds would necessarily tend to raise 
their market price. When these bonds regain their face value, then the 
bonds of the industrial banks may be issued; and these, circulating side by 
side with the Government bonds will not injure the credit of the latter. 

It may be objected, that to keep this large amount of Government 
bonds in the Bank of Japan for fifteen years, and after that to put them 
out for sale, would bring about the depreciation of the price of these bonds, 
and thus create disturbance in the national economy. Such, however, 
will not be the case at all. There are now altogether seven kinds of 
Government bonds; but of these four are to be liquidated within the 
next fifteen years, leaving only three to run beyond that period — namely, 
the Old Loan, the Hereditary Pension Bonds, and the Loan for Public 
Works. Of these three, the first needs no mention since they bear no 
interest, being a sort of terminable annuity, while the second reach their 
maturity in 1906 (39th year of ileiji), and the third in 1902 
(35th year of Meiji). After fifteen years, therefore, the bonds in circula- 
tion will be greatly reduced, and the demand for them will doubtless 
greatly increase. Besides, with the better adjustment of financial organs 
and means, the current rate of interest will tend to get lower, which will 
also help to increase the demand for Government bonds. There need be, 
therefore, no fear of depreciation in the price of Government bonds, and 
it may be confidently expected that, in a few years, an opportune 
moment for the establishment of the industrial bank will arrive. 



CHAPTER I. SECTION III. 83 



The policy laid down in the foregoing memorandum was 
adopted by the Government, and by Imperial Ordinance of 
the 5th of May, 1883 (16th year of Meiji), the Govern- 
ment introduced certain amendments in the National Bank 
Regulations. According to these amendments, the term of 
business of national banks was to be twenty years, counting 
from the day they received their charters, and if they desired 
to continue their business after the expiration of the term, they 
were to do so as private institutions ; moreover, each bank was 
required to keep as a reserve fund for the redemption of notes, 
money equal in amount to ^4 the amount of notes issued by 
that bank, and effect redemption within its term of business 
according to the method laid down in the following regulations. 
It was also stated in these amendments that persons desirous of 
leaving the bank notes exchanged for currency might do so by 
taking them to the Bank of Japan. The rules laid down for 
the redemption of notes were as follows : — 

I. Each national bank shall, before the date to be hereafter fixed 
by the Minister of Finance, place at the Bank of Japan its reserve 
fund, as a fixed deposit during its remaining term of business, and 
devote it to the purpose of redeeming its notes. 
II. Each national bank shall set apart every six months a portion 
of its profit, whether that profit be large or small, equal in 
amount to 2.5 per cent, per annum of the amount of the notes 
issued by that bank (1.25 per cent, per six months). This sum is 
to be deposited at the Bank of Japan to form part of the redemp- 
tion fund. 
III. The Bank of Japan shall receive deposits as stated in the fore- 
going paragraphs, and enter into particular contracts with each 
national bank, in order to effect the redemption of the notes' 
issued by the national banks ; and as fast as redeemed, those notes 
shall be delivered over to the Department of Finance. The 
contracts the Bank of Japan may enter into with national banks, 
shall receive the sanction and seal of the Minister of Finance. 
IV. The redeemed notes when delivered by the Bank of Japan shall 
be cancelled by being burned at the Department of Finance, 
according to Art. LI of the National Bank Begulations ; each time 
such cancellation takes place, the fact shall be publicly notified. 
V, The Department of Finance on taking delivery of the said 
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rjv:»rT -rA-Il i>?nirn t'» each l»:iuk tht- 4.i'.»vt:mmciit bonds deposited s: 
:r.v Exf/r;^- ;U*rr OS«-e a:^ -^.luriiy f.^r the notes i^^neci, equal is 
-riivun: i:* :he n«>:e* rek-oniel Mf that bank. 

The??o variou? {'Ian? for the rt-demption of inconvertible 
paf -er money havinjr been faithfully carried out, on the last day 
of June, 1 SSS, the amount in circulation was found to be much 
re^luce^l; of tlie Government paper money there being in 
circulation rome 49,337.247 vt/i, and of the national bank 
not^r- .some 2s,0o9,4.SC yen. Tlie Minister of Finance, Mr. 
Matrukata, ( now Count I seized this opiX)rtunity for introducing 
amendments into the Convertible Bank Notes Regulationd, in 
order to establish the currencv svstem of the countrv on a sound 
ba-L?. The following memorandum was presented by him to 
the Cabinet Council in Julv of the same vear : — 

"While the fiovernment is^util pajx^r money — notes issued by the 
Daijohran — at the Ix-ginning of the Restoration a? an emergency measure, 
for the relief of tlie financial distress of the time, the disadvantages of isBQ- 
ing i neon vert ible notes was plainly st^eii at the time, and hence the period 
of circulation of these notes was limited to thirteen year^. It was hoped 
that after the expiration of tiiis term of years, the Government would be 
able to introrluce a ojnvertible system of pajK^r ciurency. But the ever- 
increasing Government expenditures — which were owing to the fact that 
every department of the Government :ls well as public enterprises of all 
kinds had to be all at once either reformed or newly begun, — compelled 
the Government to forego the first plan; and, instead of redeeming the 
paper money in circulation, they kept adding to that amount. In 1878 
the depreciation of notes was striking, that the Government, getting 
alarmeil, made every effort to bring about the introduction of a conver- 
tible system. These efforts were now directed on the one hand toward the 
contraction by making partial reilemption of the amount in circulation, 
and, on the other, towanl incre;ising the specie reserve which was 
intended to serve as fund for redemption. Owing to these measures the 
price of paper returned to its face value, and, in June 1885, the Govern- 
ment publicly notified its determination, as has been previously stated, 
to begin the gradual redemption of the Government paper money. After 
this decisive measure had been adopted, still further steps were taken in 
succession toward effecting the entire redemption of the Grovemment 
paper money by substituting for it the system of convertible bank notes. 
Yet, on the other hand, the amount of the paper money already issued 
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Imperial Ordinance No, LIX of the Id day of August of the 

21d year of Meiji (1888). 

Art. II. The Bank of Japan shall keep gold or silver coins, or 
bullion of those metals, as a conversion reserve, equal in amount 
to the amount of the convertible bank notes issued. 

The Bank of Japan may, outside the provisions of the pre- 
ceding paragraph, further issue convertible bank notes, on the 
security of Government bonds or Treasury bills, or other bonds 
and commercial bills of a reliable nature, within the limit of 70 
million yen. Of this amount, however, 27 millions shall be set 
apart to be issued after the 1st day of January, 22nd year of 3Ieiji 
(1889), in installment, from time to time, in proportion to the 
amount of the national bank notes redeemed. 

The Bank of Japan may, outside of the provisions of the two 
preceding paragraphs, make still further an issue of convertible 
bank notes, in order to meet some special emergency of the mar- 
ket, and with the special permission of the Minister of Finance, 
on the security of Government bonds or Treasury bills, or 
other bonds and commercial bills of a reliable nature. The notes 



^vas so great that, notwithstanding every jwssible effort on the part of the 
Government, it has not yet been all redeemed. This is indeed to be 
greatly regretted. Now after careful examination of the methods and 
processes of the banking operations of Europe and America, whicli may 
possibly be taken as examples for our present case, I have come to the 
conclusion that to enlarge the privileges of the Bank of Japan in regard 
to its power of issuing notes, and then to borrow a portion of its notes, at 
a low rate of interest or without interest, and employ them for redeeming 
the Government paper money would be, under the circumstances, the 
best possible method that can be found. These reasons lead me to 
submit to the Cabinet Council for its careful consideration a draft of the 
amendments to be introduced in the Convertible Bank Notes Regulations, 
with a statement of reasons for these amendments, and some tables. 

Kote : — The above mentioned statement of reasons and tables are now omitted. 

The policy embodied in this memorandum being approved 
by the Government, the public was notified, through Imperial 
Ordinance No. LIX, of August, 1888 (21st year of 3Ieiji\ of 
the introduction of amendments in the Convertible Bank Note 1 

Regulations. These amendments run as follows : — 
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shall be subject to a special tax, of not less than 5 per cent, per 
annum; the rate of interest to be fixed in each case by the 
Minister of Finance. 

The Bank of Japan shall supply by way of loan not more 
than 22 million yen to the Government, at the interest of 2 per 
cent, per annum, for the purpose of redeeming of the Government 
paper money. The loan shall be without interest after the 31st 
year of Meiji (1898). The period of time within which this 
loan shall be repaid by the Government and the rate of annual 
installment, shall be fixed by the Minister of Finance. 
Art. VIII. The Bank of Japan shall prepare tables showing the 
amount of convertible bank notes issued and the condition 
of the specie reserve, for each day of the week as well as the 
average for the week, and report them to the Minister of 
Finance ; the tables of weekly averages shall be published 
in the Official Gazette. 

In March 1890, the Government adopted the plan of setting 
apart as a redemption reserve a sum of 10 millions, out of the 
reserve fund, in order to accomplish the entire withdrawal of 
the Government paper money. By Law No. XXIV of March 
S7th, 1890 (23rd year of Meiji)y the Government published 
the Rules for the Special ComptabUite of the Fund for the Re- 
demption of Paper Money. These Rules ran as follows : — 

Law No. XXIV of the 27th day of March of the S3rd year 

of Mciji {1890). 



Rules for the Special ComptabUite of the Fund for 
the Redemption of Paper Money. 

Art. I. In order to retire the Government paper money hitherto 
issued, by a gradual process of redemption, it is hereby decreed 
to create a fund for the redemption of paper money. 

Art. II. The ten millions yen now in the reserve fund of the Gov- 
ernment shall be set apart as the Fund for the Redemption of 
Paper Money. 

Art. III. The ComptabilUe of the Fund for the Eedemption of Paper 
Money shall be made special, and kept separate from the gene- 
ral account of incomes and expenditures of the Grovernment. 

Art. IV. At the close of each fiscal year that part of the Fund un- 
expended for exchange with the Government paper money, and 
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remaining over, shall be transferreil to the next year's account. 
Art. V. The rules respecting the receipt and disbursement of the 

Fund for the Redemption of Paper Money shall be determined 

by Imperial Ordinance. 
Art. VI. This law shall go into effect on the 1st day of April of the 

23rd year of 3Ieiji (1890). 

About this time the country was making remarkable indust- 
rial progress, and as a consequence, suffering from the scar- 
city of currency and the stringency of the money market. For 
this reason in May 1890, by Law No. XXXIV, the legal 
amount of notes to be issued on security by the Bank of Japan 
was enlarged ; and in accordance therewith the following 
amendments were introduced in the Convertible Bank Note 
Regulations : — 

Law No. XXXIV of the 16th day of May of the 23rd year 

of Meiji (1890), 

*' The 70 million yen '' which occur in the second paragraph under Art. 
II of the Convertible Bank Note Regulations shall be replaced by " the 
85 million yen.'^ 

The fourth paragraph under Art. II shall be amended so as to read 
as follows ; 

The Bank of Japan shall supply to the Government by way of 
loan not more than 22 millions yew, without interest, for the redemp- 
tion of the Government paper money. 

Immediately after the promulgation of this law, since now 
the time seemed to have arrived for the Government to obtain 
the loan from the Bank of Japan for the redemption of the 
Government paper money, as provided for by Imperial Ordi- 
nance No. LIX of 1888, the Minister of Finance (Count 
Matsukata) presented a memorandum, under the date of 23rd 
of May, to the Cabinet Council. The following is the text of 
the memorandum : — 

Since the (Jovernment decided to reestablish a system of convertible 
paper money, making that policy known through Imperial Ordinance 
No. XIV of June of the 18th year of Meiji (1885), much success has 
attended the attempt at redemption. There now remain in circulation, 
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of the Government paper money, but 32 millions — tlie amount in circula- 
tion in May 1889 — of l-yeii notes. It is much to be commended that 
the Government has strictly adhered to its policy of replacing the various 
kinds of paper money in circulation with one uniform system. It may 
now be said tliat the basis for the introduction of a convertible sj'stem 
has been securely laid : the 10 million yen of the Government reserve 
were devoted to the purpose of redemption ; special rules were framed 
for tlie separate Comptdbilite of this fund ; and in a few months the fund 
will be all spent. The time has thus arrived for providing some fund for 
the redemption of the remaining 22 millions yen. This is indeed the 
time looked forward to by Imperial Ordinance No. LIX of 21st year 
of Mciji (1888), to obtain from the Bank of Japan the loan of a fund to 
be devoted to redemption. In this way will be finally accomplished the 
work of unifying the paper currency of the country, itc, <S:c. 

Acting on the proposal contained in the above memorandum, 
the Government made by Law No. LVI of July, 1888, 
the addition of a clause to Art. II of the Rules for the Spe- 
cial Comptahilite of the Fund for the Redemption of Paper 
Money. The clause added runs as foUow^s : — 

The (government shall obtain a loan from the Bank of Japan, in 
amount not exceeding 22 millions yew, and transfer it to the account of 
the redemption fund mentioned above. 

In these ways both the Government paper money and the 
national bank notes were all exchanged with the convertible 
silver notes of the Bank of Japan. As a result of thus replac- 
ing the inconvertible paper money with the convertible silver 
notes, Japan now became a de facto silver standard country. 

Before concluding this section, we must give some particulars 
respecting the way the Government paper money and the nation- 
al bank notes were finally disposed of. The entire amount that 
had been issued since 1868, (1st year of 3feiji) was altogether 
yen 123,235,597.526, the particular items being as follows : from 
the 5th month of the 1st year of Meiji to the 5th month of the 
5th year of 3Ieiji (1872), the amount issued for making up the 
deficits in the Government revenue duing these years consisted, 
(1) of the notes issued by Daijokwan — 48,000,000 yen, (2) of the 
notes issued by the Department of Interior — 7,500,000 yen, (3) 
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of the Treasury Convertible Bills— 6,800,000 yen, (4) of the 
Kaitahcshi (Colonial Government of Hokkaido) Convertible 
Bills— 2,500,000 yen, (total 0,480,000 yen) ; besides these there 
was the amount issued for the redemption of the notes in circula- 
tion of the old Han {Daimio) governments — yen 22,910,151. 
148; from October of the 5th year of Meiji to April following, 
the amount issued for making up the deficits in the Government 
revenue — yen 8,525,444.84 ; that issued for defraying the ex- 
penses of subduing the South Western Rebellion — 27,000,000 
yen ; and that issued for rounding up the figures in the Govern- 
ment account — yen 2.294. Now in regard to the redemption 
of these notes, the figures stand as follows : up to the end of 
March, 1889, (22nd year of 3feiji), the amounts redeemed 
by the Government were as follows: the amount exchanged with 
Kinsatsu (literally gold notes) Exchange Bonds, — 14,599,150 
yen ; that retired by the Government, — 24,806,186 yen ; that ex- 
changed with silver coins in the reserve fund — yen 43,346,716. 
10 ; that which was lost or withdrawn from circulation for being 
fraudulently altered, — yen 418,289.526 ; altogether making the 
sum of yen, 83,170,341.626. The amount in circulation at 
the end of March 1890 was, therefore, yen 40,065,255.90. Of 
this, 32 millions, consisting of denominations above l-yen, are 
to be redeemed with the redemption fund as narrated in the 
preceding paragraph, and yen 8,065,255.90 are to be redeemed 
gradually by funds which are to be set aside from the general 
revenue of the Government. Now as the result of carrying out 
these schemes of redemption, there remained over at the end of 
March 1898, of denominations above 1-yen, — 5,285,062 yen, 
of denominations below l-yen, — yen 1,710,311.75. The for- 
mer amount may now be redeemed at any time with the remain- 
der of the fund borrowed from the Bank of Japan ; and as to 
the fund needed to redeem the latter amount, it has now been 
all set apart at the close of the 31st fiscal year of 3Ieiji (1898). 
The Government, therefore, introduced into the Imperial Diet 
in May, 1898, a bill for the entire retirement of the Govern- 
ment paper money. The Bill regularly passed the Diet and 
was promulgated as Law No. VI on the 11th of June, 1898 
(31st year of Meiji). 
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Law No. VI of the 10th day of June of the Slat year 

of Mdji {1898), 

The paper money issued by the Government shall cease to circulate 
on the 31st day of December of the 32nd year of Mdji, 

In conclusion, let me describe the way in which the na- 
tional bank notes were ultimately disposed of: 1st, as to the 
disposal of the notes of banks that have failed, the Govern- 
ment determined early in 1890 to keep a separate account 
of the fund set apart for the redemption of this class of bank 
notes. Accordingly on the 27th of May of that year, by Law 
No. XXV, the Government established regulations for the 
special Comptabilite of this fund. The following are the 
regulations thus ordained : — 

Laio No. XXV of ilie 27th day of March of the SSrd year 

of Mdji (1890), 

Rules for the Special Comptabilite of the Fund for the Redemption 
of the Notes issued by National Banks which have failed. 

Art. I. The Comptabilite of the Fund for the Redemption of the Notes 
issued by National Banks that have failed, shall be made special, 
and kept separate from the general account of the incomes and 
expenditures of the Government. 

Art. II. At the close of each fiscal year that part of the Fund left 
unexpended for exchange with the notes of banks that have 
failed, shall be transferred to the next year's account. 

Art. III. The rules respecting the receipts and disbursements of 
this fund shall be ordained by Imperial Ordinance. 

Art. IV. This law shall go into effect on the 1st day of April of 
the 23rd year of Meiji (1890). 

This law was amended in March, 1895, (28th year of Meiji), 
by Law No. XVI, by the addition of a new article, as follows : — 

Law No. XVI of the 13th day of March of the 28th year 

of Meiji \l895). 

After article IV of the Rules for the Special Comptabilite of the Fwnd 
for the Redemption of the Notes issued by the Naiional Banks that have failed, 

shall be added the following clause : — 
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Art. V. This Law shall be applied to the Comptabiliie of the fund 
for the redemption of the notes issued by national banks that 
have gone into dissolution in accordance with law, either by a 
voluntary act of their own, or through the expiration of their 
term of business. 

Again in the following year, another amendment was in- 
troduced, as follows : — 



Law No. XII of the ^Ist day of March of the 89th year 

of Meiji {1896). 

To article V of tlie Rules concerning Special Comptabiliie of the Fund 
for the Redemption of the Notes issued by National Banks that have failed, 
shall be added the following clause : — 

" Or of banks that have gone into special settlement before the 
expiration of their term of business.'' 

The entire amount of the bank notes which had been deli- 
vered over by the Government to the national banks was 
altogether 35,001,351 yen. These notes having been redeemed 
step by step, there remained at the close of 1895, 20,796,786 
yen. The Government now introduced three bills in the Diet 
in January, 1896, regarding the national banks and the notes 
issued by them : in the first place, in view of the approaching 
expiration of the term of business of national banks, the Bill 
for the Settlement of National Banks on the Expiration of their 
Term of Business ; then, in order to enable them to be reor- 
ganized into private banks before the expiration of their term 
of business, the Bill for the Special Settlement of National Banks 
before the Expiration of their Term of Business ; then, again in 
order to make proper disposal of the notes issued by these 
banks, the Bill setting the lAmits of Tim^ for the Circulation 
and Exchange of National Bank Notes. These different bills, 
on passing the Diet, received the August Sanction and became 
laws, being promulgated as follows : — 
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Laic No. VII of the 9th day March of the 29th year 

of Meiji {IS96). 

Concerning the Settlement of National Banks on the Expiration 

of their Term of Business, 

Art. I. A national bank, Avliich on the expiration of its term of 
business^ desires to continue business as a private bank^ shall in 
accordance witli the provisions of Art. II of the National Bank 
Regulations, make proj^er resolutions in regard to its desire to 
continue l:)iLsiness, make necessary revisions of its By-Laws, 
and, together with the copies of these resolutions and the revised 
By-Laws, the said bank shall present a jxjtition to the Minister 
of Finance, for tlie renewal of its charter, three months previous 
to the expirations of its terra. 

Art. 11. If a bank, thus desirous to continue in business, intends 
to do so witli a reduced amount of capital, it shall first go 
through the required process according to the provisions of the 
National Bank Kegulations, and then make petition in accor- 
dance with the provisions of Art. I of this law; the provisions 
of Art. XVII of the National Bank Regulations shall not be 
applied in the present case. 

Art. III. Resolutions respecting the desire of a bank to continue in 
business and tlie revision of its Bv-Laws shall be made in ac- 
cordance with the method of making si)ecial resolutions, as laid 
down in Art. LXIX of the National Bank Regulations. 

Art. IV. The dissolution of a national bank which on the ex- 
piration of its term of business does not desire to continue in 
business shall take place according to the provisions of those 
articles of the Commercial Code relating to the dissolution and 
liquidation of joint stock companies. 

Art. V. When on the expiration of the term of business, a national 
bank finds that it has not succeeded in entirely redeeming the 
notes issued by it, it shall pay over to the Government money 
equal in amount to the notes yet unreileemed. 

When a national bank wliich intends to continue in business 
as a private bank, desires a loan of the money to be thus paid 
over to the Government, the Government may give order to 
the Bank of Japan to make such a loan without interest. 

Art. VI. When the money has been paid over, as stated in the 1st 
paragraph of the preceding article, the Government shall restore 
to the bank the Government lx)nds which had been deposited as 
security for issuing notes. 
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Art. VII. The Government shall turn the monev which is thus 
paid over by national banks, into a fund for the redemption of 
paper money, and take steps to redeem the national bank notes. 
When a National Bank does not pay over the money to 
cover its imredeemed notes, the Government shall sell the 
Government bonds placed as security in its custody, in order 
to realize a fund sufficient for redeeming those notes. 

Law Xo. VIII of (lie 7th day of March of the Q9th year 

of Meiji {1896). 

Art. I. The limit of time for the circulation of the national bank 
notes shall be the 9th day of December of the 32nd year of 
Meiji (1899). 

Art. II. Persons possessing national bank notes shall apply to the 
Government for the exchange of these notes, within five years, 
counting from the day after the expiration of the limit mentioned 
in the previous article. After the five years have elapsed holders 
of these notes must expect no compensation. 

Art. III. This Law shall not be applied in the case of notes of those 
national banks which closed their business either voluntarily 
in regular form or by order of the Government. 

Law No, XI of the ^Id day of March of the 29th year 

of Meiji {1896). 



Concerning the Special SetUcmeni of National Banks previous 
to the Expiration of their Term of Business, 

Art. I. A national bank may become, before the expiration of its 
term of business, a private bank and continue in its business. 

Art. II. Such national banks as are mentioned in the preceding 
article shall make proper resolutions in regard to their desire to 
become, before the expiration of their term of business, private 
banks and continue in business, and also in regard to the 
necessary revisions of their By-Laws, and shall make applica- 
tion for the renewal of their charters to the Minister of Finance, 
accompanying their applications with the copies of the revised 
By-Laws. 

Art. III. Resolutions respecting the desire of these banks to continue 
in business and the revisions of their By-Laws shall be made in 
accordance with the method of making special resolutions, as 
laid down in Art. LXIX of the National Bank Regulations. 
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Art. IV. When a national bank has obtained permission to become 
a private bank and to continue in business according to the pro- 
visions of Art. II, it shall notify that fact to all its creditors by 
letter, as well as publish it through newspapers or in other ways, 
and invite those creditors who may entertain objections against 
the change made by the bank, to enter their protest to the bank 
within three months. 

When the period of three months is passed the creditors 
shall lose all right of entering such protests. 

Art. V. When creditors have declared their objections within three 
months, as provided for in Art. IV, the national bank shall pay 
its debts due to those creditors, together with the interest on 
them up to the day of payment. 

Art. VI. A national bank cannot become a private bank, until it has 
made all payments according to the provisions of Art. V, and 
until the term of three months as provided for by Art. VI is 
passed. 

Art. VII. When a creditor, owing to ignorance for which he is not 
responsible, does not enter protest within three months and yet 
makes demand for the payment of his loan, the bank shall pay 
that debt as provided for in Art. V though the term of loan 
may not have expired. 

Art. VIII. The provisions of Articles II and V of the Law concern- 
ing the SetUemerU of National Banks on the Expiration of their 
Term of Business, shall apply to those national banks which 
become private banks, before the expiration of the term of 
business. 

Art. IX. The provisions of Articles VI and VII of the Law con- 
ceming the SetUement of Nationai Banks on the Eocpiration of 
their Term of Business, shall apply to the case of redemption of 
the notes issued by national banks that have become private 
banks before the expiration of their term of business. 

In these ways the final disposal has been made of the 
Government paper money and of the national bank notes. 

For reference concerning this section, tables XIV, XV, 
XVI, XVII, XVIII, XIX, XX, XXI, XXII, are hereby 
adjoined. The table XXIII is added also for reference con- 
cerning this chapter as well as concerning the entire book. 
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TABLE XIV. 

AMOUNT OF GOVERNMENT PAPER MONEY 
ISSUED AND REDEEMED 

From ISS^ to 1S9S. 

(The figures show the returns at the end of each year). 
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Balance, in actual 
circulation 


i Amount tempo- 
: rarily iraued out 
of the paper 
money reserve 


Total amount of 

the government 

paper in 

circulation 


A.D. 

1882 


3ieiji 

15th 


o' 

1 


yen 
536,180 


750 


yen 
ia5,369,014 


232 


yen 
4,000,000 


000 


yen 
109,369,014232 


1883 


16th 


o' 


7,369,738 


800 


97,999,277 


432 







97,909,277433 


1884 


17th 


<>, 


4,619,043 


800 


93,380,233 


632 







93,380,233|633 


1885 IStb 


o' 

1 


5,035.137 


400 


88,345,096232 







88,345,090232 


18M ! 19th 


1 


20,544,257 


500 


67,800,838 


732 







67,800,838 


732 


1887 20th 


»! 


11,985,791 


300 


55,815,044 


432 







55,815,044 


432 


1888 ' 21>t 





9,080,311 


250 


46,734,733 


182 







46,734,733 


182 


1888 


S2nd 


o; 


5,643,802 


600 


41,190,980 


582 







41,190,930682 


1890 


23rt 


0,018 


7,918,216 


000 


n3,272,n4 


600 


0* 

1 


33,272,714600 


1891 


24th 







5,386,998 


500 


27,886,721 


100 





27,886,721 


100 


1892 


25th 







7,058,476350 


20,828,244 


750 





20,828,244 


750 


1893 


2«th 







4,421,244500 


16.407,000 


250 





16,407,000250 


1894 


27th 







3,003,453000 


13,404,517 


260 


o\ 


13,404,547250 


1896 


28th 







2,275,323000 


11,129,224 


250 







11,129,224|2S0 


1896 


29th 


o! 


1,753,052,500 


9,376,171 


750 







9,376,171 


750 


1897 


SOth 







1,925,073 


500 


7,451,098250 







7,451,098250 


1896 


31it 






018 
6S6 


2,039,371 900 


5,411,726 


350 







5,411,726350 


Total 


100,493,468650 


— -- — - 








Totaitrom 
1868 to 1896 i 


123,235,597 


117,823,871 


176 





Notes: — 
1. Particular Items in the amount redeemed. 



yen 

14,599,150.000 



24,806,186.000 
43,846,716.100 

4,876.025 



773,242.225 
115.426 



2. 



3. 



Exchanged for Paper-Money-Exchange Bond . 
Withdrawn from circulation through redemption by 

the Sinking Fund 

Exchanged with silver coins in the Reserve Fund 
Withdrawn from circulation on account of fraudulent 

alterations 

Counted as withdrawn from circulation on account of 

their not being brought in for exchange before the 

expiration of the period allowed for exchange after 

their circulation had been prohibited 

Exchanged at half price, &c 

Redeemed by the Paper Money Redemption Fund 

under special (7omp<a^i7i7^ *..... 84,2 93,585.400 

Total 117,823,871.176 

The small amount issued in 1879 (12th year of Mefji) (See Table VI) was 
issued in exchange for the notes of the Han governments. 

The sum marked with * under 1876 (9th year o^ Mdji)j in Table VI adjoined to 
the previous section is to be added to the sum issued for that year, in order to 
get the sum for the balance in circulation that year. This sum yen 1,529,725. 
025 had to be thus put down in the Table (VI), in order to adjust the sum 
put down as withdrawn for the previous year, which was found to be too large, 
on account of the fact that, while the entire amount of the x)aper money which 
was prohibited to circulate during the 8th year of Meiji was regarded as so 
much withdrawn from circulation and deducted from the amount in circulation ; 
yet, as a matter of fact, the amount of the prohibited paper money did not mean 
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so nuich "vvitlidrawn from circulation, since the Government decided in the 9th 
year of Meiji, to put in circulation a portion of the new paper money, in place 
of the same amount of the prohibited notes. Thus practically the actual amount 
of paper money in circulation did not get reduced by exactly this amount, which 
is the sum marked * in Table VI. 

4. Tables VI and XIV are based on the estimates made by the Public Debt 
Section. The figures for the years 1868 to 1872 inclusive, have been revised 
by referring to the "Account of the Adjustment of Paper Currency* ^ 

5. The figures for the outstanding amount of the paper money temporarily issued 
out of the paper money reserve have been taken from the "Account of the 
Adjustment of Paper Currency' \ 



TABLE XV. 

AMOUNT OF NATIONAL BANK NOTES ISSUED AND REDEEMED 

From 1882 to September 1897. 
(Figures are those at the end of each year except for 1897). 



Years 


A.I). 

1882 


Mrffi 


1883 


10'*^ 


1884 


17ih 


1886 


I8»t 


1880 


19^'* 


1887 


20th 


1888 


21'^ 


1889 


22'*'* 


1890 


20r4 


1891 


24*'* 


1892 


26'^ 


1893 


2G^'» 


1894 


27th 


1896 


28**^ 


1890 


29*1* 


1897 


SO^** 



Amount iRsued 



yen] 



i 

0! 

(V 













Amount redeemed 



Balance, in clrcnlating 



yen\ 

11,469000 
109,013 500 

3,269,793 600 
800,663000 
e58,904j600 
897,861 000 
924,477 000 
940,461 000 
928,486000 
941,212000 
978,999000 

1,134,391000 
974,822000 
986,010500 

4,298,897 000 
10,354,897|000 



yen 
34,386,849 

34,276,736 

81,016,942000 

30,166,889000 

29,601,484 

28,004,133 

27,079,666 

20,739,206 



000 
600 



500 
600 
500 
500 



26,810,720'500 
24,809,508 600 
23,890,609 500 
22,766,118600 
21,781,790500 
20,796,786000 
16,497,889000 
6,142,992000 



TABLE XVL 

AMOUNT OF GOVERNMENT PAPER MONEY AND BANK NOTES 
IN CIRCULATION AND OF THE SPECIE RESERVE 

From 1882 to September 1897. 
(Figures are those at the end of each year except for 1897). 



Years 


Government-p 


aper 


Bank notes Total 




Specie reserve 


A.I). 


Meijl 


yen 


ytn\ yen 


yen 


1882 


15*^ 


109,869,014 


232 


84,385,349000 143,754,363232 


16,780,267 


809 


1883 


W 


97,999,277 


432 


84,276,786'60O 182,276,012 982 


26,876,280 


378 


1884 


17ih 


93,380,238 


632 


81,015,942000 124,396,175 


682 


33,569,188 


107 


1886 


W^ 


88,346,096 232 


30,155,389000 118,500,486 


282 


42,265,640 540 


1886 


W^ 


67,800,888 


782 


29,501,484 500 97,802,323 

1 


232 


26,865,864 


216 
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Years 


Goyerxunent-papcr 


Rank notes 
ytn 


Total 


Specie rencrve 


A.D. 


Utiji 


yen\ 


yen 


yen. 


1887 


20«»» 


55,815,044488 


28,604,138 500 


84,419,177 932 


19,790,388914 


1888 


2i.t 


46,784,738 182 


27,679,656-500 


74,414,889|682 


8,150,822027 


1 1889 

1 


22»* 


41,190,582582 


26,739,205500 


67,929,788:082 


10,709,958 778 


1890 


28«* 


88,272,714600 


25,810,720500 


59,088,485 100 


25,000,000000 


1891 


24th 


27,886,721 100 


24,869,508500 


52,756,229:600 


20,500,000^000 


1892 


25<»» 


20,828,244 750 


28,890,509 500 


44,718,754 250 


15,000,000000 


1893 


26th 


16,407,000250 


22,756,118 500 


89,168,118|750 


12,000,000[000 


1894 


27111 


18,404,647 250 


21,781,796500 


85,186,848|750 


9,000,000000 


1895 


28»>^ 


11,129,224250 


20,796,786000 


81,926,010250 


8,000,000000 


1896 


29»»» 


9,876,171 750 


16,497,889000 


25,874,060750 


7,365,000000 


1897 


80"» 


7,957,997 250 


6,142,992000 


14,100,989250 


6,965,000^000 



Note .— 

The figures showing the amoant of the specie reserve for years np to 1889 (22nd 
year of Meiji) have been taken from the "Account of the Adjustment of Paper 
Currency", and those for years after 1890 (28rd year of Meiji) are based on the 
researches of the Public Debt Section. 



TABLE XVII. 

SHOWING THE TOTAL AMOUNT OF CONVERTIBLE BANK 
NOTES AND OF THE SPECIE RESERVE 

From May 1885 to September 1897. 

(Figures are the returns at the end of each year except for 1897). 



1 

Years 


A.D. 


Meiji 


1885 


m^ 


1886 


19«» 


1887 


20*»» 


1888 


21"t 


1889 


22»* 


1890 


23'* 


1891 


24^" 


1892 


25»»» 


1898 


26th 


1894 


27*»» 


1895 


28tb 


1896 


2S^ 


September 
1897 


30"' 



AiDonnt of convertible 
bank notes iasoed 



ytn 

3,956,161 

39,549,815 

53,454,803 

65,770,580 

79,108,652 

102,931,766 

115,734,545 

125,843,863 

148,663,128 

149,818,700 

180,386,815 

198,313,896 

197,248,776 



Amount of the specie reserve 



yen 
8,311,461 
23,855,287.30 
81,579,904.20 
45,022,871 
57,409,299 
44,622,413 
63,178,888 
51,158,265 
85,928,516 
81,718,291 
60,870,797 
182,780,192 

94,941,078 
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TABLE XVIII. 

AVERAGE MONTHLY PRICE OF PAPER MONEV COMPARED 

WITH i!(»TU GOLD AND SILVER 

From IHS3 to ISSS. 

Dates ; Comiaifd wlUi l-r»gold Commnd with l-yw 



Januar)' 
February 
Mareli 

May 

July 
August 
Septeniljcr 
Octolx?r 

DecBinbtT 



(16" year of itfeyV) 



1684 

"year ofjlfcui) 



Felffunry 

May 
Jnly 

AugUBt 

September 
Oclobor 
NovemlM!r 
December 

Average 

January 

Feljruarj- 

May 

July 

August 
September 
October 
November 
December 
Average 



1 857 
1 779 

l'078 
\\t»2 
l;0B5 
1 M6 
1 677 



1 658 

i;65i 



l!l86 

1J200 
11894 



1,653 ! 
1 542 I 
1:550 



1 655 

I'eii 

i!58a 

l'478 



1327 ! 
1.404 i 
l|407 

1.8C2 ' 
1J3S2 I 

1 325 



i;io6 
ilies 

lil34 
1'091 
1093 I 





067 




047 




049 




047 




061 


1 064 


1|162 




089 
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|Caniii>ndKlthl->ni((ild CMnpuMvllh -inillTU 



1886 
' (18"yenrofJ/eytJ 



Moy 

July 
Aiigual 
September 
Octolwr 
November 
December 
Average 

January 

Kebniarj- 
Marcb 

May 

July 

September 
Oclolier 
Nuvetiil)er 
December 



1 821 I 
1 368 ' 
1 367 
1 2G2 
1 164 
1 161 
1 151 ' 
1 144 I 
1 IS8 i 

1 181 ; 

1 181 j 
1 198 , 
1 218 ■' 

.'=.» 

I 225 ■ 
1 224 , 



1 305 
1 314 
1 262 . 
1 242 , 



1 171 
1 108 

1.1S6 



1 004 I 
lioos I 
1 006 : 

1 007 I 



1 056 I 



1,000 

1 000 
1 000 
1 000 



1,000 I 
1 000 I 
1 000 

ilooo 

i|ooo 

1 000 

ilooo 
liooo 

1 000 

ilooo 



Thii tabic U tbe continualion of Table IX adjoined to the prcvioux section. 
After 1886 (Iflih year of Jfryt) tlie paper cbiiio to be oi> a par with silver, 
hence the table ia not continued further. 



TABLE XIX. 

THE RATE OF INTEREST IN TOKYO SINCE THE 15tr 
YEAR OF MEIJI (1882). 



Data 


Hl(b« . 


1882a6*Jf«yi) 


' 


JftDtiary 


12.00 : 


February 


13.00 , 


March 


12.00. 


AprU 


12.00 


Mmy 


10J»' 


Jwe 


B.60 '■ 



Illfbcn I LoirtM , 



t^rcM. 


prr ml. 


m2(WMfiJ,i 


11.70 


11.65 


juiv ; 


1030 


11.00 


A.g„.l j 


9.00 


10.50 




0.00 


10.50 


OeioWr 



8.40 
9.20 
10.36 
10.40 
10.35 I 
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'l888{lB*.Vey(i 

Jnniinry 
! Foliniary 

, April 

Jaly 
Augusc 
SeplemLer 
Octoljcr 
Novemlipr 
December 
1884(1T*.Vmj(i 
Jnnuarr 
February 

' May 
I Juno 

i July 

I Anpist 
I September 
' October 

I December 

January 

February 

j Jnly 
Aut;uBt 
September 

; October 
Noveml>er 

I December 

I JannBry 

I February 

March 

May 



HIshMI 


LOWMI 


Averiiin! 


,.„,„ 


Hlgbwl , 


L„.«. 


.*vc.ra?( 


^,^„, 


mrrtnJ. 


,..».,. 


188.1 ilO'i'.V^.jiji 


ptrm,: 


^r»^,. 


/*.«>(. 


■1.00 


8.30 


8.C5 


July i 


10.50 


7.20 


8.85 


K<;o 


7.20 


7.00 


.\upQ?( 


10.00 


7.20 


8.60 


BM 


7.20 


7.7r. 


ScplcmlMT 1 


9.80 ' 


7.R0 


8.45 


7.20 


7.00 


7.10 


Oclnber 


10.40 


8.00 


9.50 


T.20 


7.00 


7.10 


Movpuibpr 


10.50 . 


8.M 


B.55 


7.20 


7.20 


7.20 


December i 


0.06 


7.80 


e.fi7 


7.20 


11.80 


7.00 


I8e7|20''.W;y7| 








7.81) 


7.20 


7.50 


J,.uu..ry 


8.00 


7.13 


7.87 


7.H0 ! 


7.20 


7.60 


February 


o.oa , 


7.31 ' 


&I7 


7.80 ■ 


7.20 


7.50 


Mnrcb 


0.25 ' 


7.06 . 


8^ 


7.20 ' 


7.20 


7.20 


April 


10.30 


8.20 1 


0.26 


!'.0S ' 


8.40 


8.74 


Mny 


10.00 1 


7.20 1 


8.60 








Jnnp 


9.34 


7.48 1 


8.41 


10.80 


10.00 


10.40 


July 


9.30 


7.20 1 


8.25 


10.S0 


10.00 


10.40 


August 


10.00 


7.20 1 


8.60 


ll.fi0 


n.30 


10.46 


September 


10.10 


7.60 i 


8.80 


11.00 


P.80 


10.45 


October 


10.00 


8.00 


9.00 


12.00 


10.00 


11.00 


Noveniber 


11.00 


8.80 1 


9.65 


10.40 


10.2.'; 


10.8B 


Deti-mbcr 


11.00 1 


8.60 


9.80 


10.40 1 


10.23 


10.83 


1888(21-'.V«j(i' 








10.™ 


10.40 


10.G5 


Janunn- 


10.80 


8.30 1 


0.56 


10.80 


10.50 


10.05 


Fcbninry 


10.80 


8.00 , 


9.40 


10.70 .' 


10.50 


10.60 


Mtirch 


10.00 


8.00 


9.00 


12.50 ' 


12.00 


12.25 


April 


10.80 


8.00 ' 


9.40 


ir,.oo ' 


12.00 


13.50 


Miiv 


10.80 


8.00 


9.40 








June 


10.80 ' 


8.00 


9/10 


1(1.50 . 


14JX) 


15.25 


July 


10.80 


8.00 


9.40 


10.00 i 


IBXK) 


14.00 


Augu« 


10.80 


8.00 


9.40 


12.00 \ 


10.80 


11.40 


September 


12.00 


9.00 


10.60 


10.R0 , 


10.00 


ia40 


Oclober 


12.00 


9.00 


10.50 


12.00 ; 


10.00 


11.00 


November ' 


12.00 ■ 


9.00 ' 


10.50 


12.00 ( 


10.00 


11.00 


December i 


11.00 ■ 


8.00 


9.60 


12.00 1 


10.00 


11.00 


ieeo(2-i«,Vfy.-y 




1 




10.80 1 


10.00 


10.40 


January ■ 


10.80 ' 


8.00 


0.40 


10.80 ' 


10.40 . 


10.fiO 


Februnrv 


10.80 ' 


8.80 


9.60 


10.70 i 


10.40 , 


10.55 


March ' 


10.80 


8.00 


0.40 


io.eo 


10.50 


10.65 


April 


11.00 


8.00 


9.50 


10.40 


10.20 


10.80 


May 


11.00 


9.00 


10.00 








June 


12.00 1 


9.00 ' 


10.50 


9.!»0 


S.50 


0.70 


July 


11.00 1 


9.80 


iai6 


10.40 


10.40 


10.40 




11.20 1 


9.10 ; 


10.16 


i'M 


9.50 ' 


0.50 


September 


11,70 , 


10.00 


laes 


3.75 


8.76 


0.25 


October ' 


11.42 ' 


10.00 ■ 


10.71 


10.00 


8.50 


9.25 


November ' 


11.58 ' 


10.08 


10.81 


9.40 


7X6 


8.26 


December 


11.58 : 


10.08 


10.81 
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"f 


nighMi 1 


LonWl 


AV.^. 


'>-'«_ '- 


lligh« 


W^ 


Arrmse 


1890(23'JJ/e(j,-| 


•"'""'-I 


Tin-nni. 


p,r^„. 


1898(26a,tf?t;*,, 


ftrcn,!. 


p,r€tnl. 


Pf.™/. 


Janoarr 


11.84 


10.20 1 


11.02 


July 


7.26 


6.79 


6.40 


February 


12.16 


10.05 \ 


11.40 


A.,gu« 


7.41 


5.86 


6.40 


March 


11.C3 , 


10.60 


11.12 


September 


7.86 


C.53 


6.92 


April 


UJiS 


9.97 1 


10.77 


October 


8.49 


G.55 


7.22 


May 


11.58 


9.68 : 


10.GO 


Novombor 


8.10 


6.86 


7.42 


June ; 


10.94 ' 


9.02 ! 


9.98 


December 


9.26 


7.55 


8.0G 


July 


11.15 


9.24 


10.19 


1894(27"'.V«jV) 








Auguei 


11.02 1 


9.34 1 


10.18 


January 


9.36 




8.41 


September 


10.70 


t#.40 1 


10.05 


February 


9.42 


7.92 


8.56 


Octijbor 


11.30 


9.25 


10.28 


Mai-ch 


9.34 


7.95 


8.08 


November ' 


11.00 


0.40 ! 


10.20 


April 


9..50 


8.22 


8.74 


Deccmliei- 


11.40 1 


9.02 


10.21 


May 


9.61 


8.14 


8.75 


18fll(24».V<-t,-i, 








Juue 


9.76 


8.43 


9.18 


January 


10.90 


8.88 ■ 


9.94 


Julv 


10.82 


8.90 


9.71 


Februarv 


10.80 


9.61 


10.20 


August 


10.77 


9.23 


IHM 


MarcU , 


10.90 


8.90 


O-IW 


Seplomber 


10.61 


9.S4 


10.03 


April 


11.10 


9.24 ' 


10.17 


October 


10.62 


9.18 


9.87 


Mav 


10.r,5 , 


8.72 


9.64 


November 


10.47 


9.29 


9.93 


Jmie 


10.44 


8.01 ' 


9.52 


December 


10.82 


0.20 


9.91 


July : 


10.04 ■ 


8.05 


9.05 


lH95(28''.tf«jO 








August 


8.50, 


7.81 ; 


8.21 


January 


10.68 


9.38 


9.97 


September 


9J.0 


8JJ3 


8.87 


February 


10.62 


9.88 


laoo 


October 


9.77 1 


8.17 


8.78 


March 


10.50 


9.81 


9.91 


Noveinljer i 


D.OG 


8.07 


8.91 


April 


10.57 


9JJ3 


laoi 


Deceuibet j 


0.67 1 


7.81 ■' 


8.80 


May 


10.69 


9.30 


9.99 


1802(26'^Jftyil 








Juue 


10.64 


9.86 


9.G1 


January ' 


fl.08 : 


7.87 ' 


8.72 


July 


10.48 


9.20 


9.88 


February 


9.04 i 


7.88 


8.69 


August 


10.15 


8.73 


9.41 


March 1 


!)J)5 


7.T4 1 


8.45 


September 


9.88 


8.73 


9.24 


April 


8.05 i 


7.90 ' 


8.42 


October ' 


9.80 


8.48 


9.03 


May 


9.18 \ 


7.76 i 


8.25 


November 


9.68 


8.45 


9.06 


Junu 


9.06 ! 


7.68 ' 


8.87 


December 1 


0.91 : 


fl.61 


9.15 


July 


8.95 1 


7.72 


8.28 


1896(29'^Jfoji| 


1 






August . 


8.91 ' 


7.41 ' 


8.21 


January 


9.97 


8.60 


9.19 


September i 


8.98 


7.78 


8.86 


Februacy 


9.97 . 


8.61 


9.19 


October 


8.95 


7.69 


8.28 


March , 


9.81 


6.44 


9.06 


November ■ 


8.99 ' 


7.06 


8.33 


April 


9.es 


8.46 


8.08 


December 1 


9.0S 


7.1)7 


8.10 


Mav 


9.61 


8.34 


8J7 


1898(26'^ilfcyi'^ 








June ' 


9.60 


8.31 


8.94 


January i 


0.09 1 


7.74 


8.22 


July 


9.53 


8.40 


8.94 


February 


8.85 1 


7.40 


7.92 


August 1 


9.78 ! 


8.70 


8.94 


March 1 


8.G2 . 


6.74 


7.39 


September . 


10J)7 1 


8.88 


9.49 


April ! 


8.18 1 


6JJ8 


7.85 


October 


10.51 


9.10 


9.82 


May ■ 


7.49 1 


6.2« 


C.80 


November ' 


10.40 


9.10 


9.82 


June I 


6.97 ' 


6.66 


6.20 


December 


10.06 


9.42 


10.04 
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1 

Average ^ 

1 






ft 




Dates 


Highest 


Lowest 


Dates 


Highest 


Lowest 


1 

. Average 

1 


ISdliZO'^Jfeiji) 


percent. 


jtereent. 


jtereent. ' 


1898(31-*Jlfc</t) 


percent. 


percent. 


percent. 


January 


10.62 


9.49 


10.04 1 


July 


\ 12.08 


11.02 


11.82 

1 


February 


10.66 


9.31 


9.96 


August 


' 12.01 

1 


10.99 


11.46 


March 


10.18 


9.88 


9.67 


September 


11.97 


11.02 


11.46 


April 


10.61 


9.46 


10.00 


October 


11.76 


10.69 


11.82 


May 


10.78 


9.64 


10.22 


November 


11.68 1 


10.69 


11.13 


June 


10.66 


9.46 


10.07 


December 


11.21 ; 


10.04 


10.69 


July 


10.66 


9.67 


10.26 


1899(82'«»JI/"<5(/t) 


1 






August 


10.84 


9.88 


10.07 


January 


10.69 


9.76 


10.26 


September 


10.96 


9.71 


10.11 


February 


10.61 


9.42 


10.04 


October 


10.96 


9.49 


10.22 


March 


— 






November 


11.90 


10.22 


10.69 


April 


1 






December 


11.90 


10.44 


10.80 


May 




^_ 


— 


1898 (ZV'Meiji) 








June 




— 


— 


January 


11.42 


10.61 


10.91 


July 


— 1 


— 




February 


11.60 


10.69 


10.99 


August 


— 


' ■ 

1 


— 


March 


11.86 


10.88 


11.82 


September 


— 




— 


April 


12.01 


11.18 


11.60 


October 


— 


— 


— 


May 


11.94 


11.13 


11.76 


November 


__ 1 




— 


June 


12.19 


11.17 


11.68 


December 


— 


— 


— 



Note : — 

The figures are based on the researches of the Tokyo Bankers' Association, and 
the rates of interest are those on loans above 1,000 yen and below 10,000 yen. 



CHAITEK I. .SPXTIOX III. 
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TABLE XXII. 

SHOWING THE EXPORTS AND IMPORTS OF COMMODITIES 

From 1SS2 to 160S, 
Figures marked thus * show the excess of the import over the export. 



Years 




Exports 1 


Impi^rts 

yen 


Total 

yen 


Balance 






1 ytn 


ytn 


1882 iW^ Meiji] 


\ 37,721,751 


29,440,594 


07,108,345 


8,275,157 


1883 (16**' 




) 30,208,020 


28,444,842 


04,712,802 


7,823,178 


1884 (17«^ 




1 38,871,400 


29,072,047 


68,544,118 


4,198,819 


1885 (18'»» 




1 37,140,091 


29,350,908 


00,503,059 


7,789,723 


188H (W^ 




1 48,870,318 


32,108,432 


81,044,746 


10,707,881 


1887 (20»»» 




1 52,407,081 


44,304,252 


90,711,933 


8,103,429 


1888 (21" 




1 05,705,510 


05,455,284 


131,100,744 


250,276 


1880 (22°'> 




\ 70,000,700 


00,103,707 


. 180,104,478 


2,950,939 


1890 (23«» 




1 50,003,500 


81,728,581 


138,332,087 


* 25,125,075 


1891 r24»»» 




1 79,527,272 


02,927,208 


142,454,540 


10,000,004 


1892 (25*^ 




1 91,102,754 


71,826,080 


' 102,428,834 


19,770,674 


1898 (2r/>' 




) 89,712,805 


88,257,172 


177,970,037 


1,455,093 


1894 iHT^ 




1 113,246,080 


117,481,955 


230,728,041 


* 4,235,809 


1895 (28*»» 




\ 130,112,178 


129,200,578 


205,872,750 


0,861,000 


189f5 (29»»» 




1 117,842,701 


171,074,474 


289,617,235 


* 63,881,713 


1897 (80»»» 




1 103,135,077 


219,300,772 


382,435,849 


* 50,105,095 


1898 (31" 




1 105,753,753 


277,502,157 


443,255,910 


* 111,748,404 



Notes : — 

1. Figures for years previous to 1887 (20th year of Meiji) are estimated promis- 
cuously both in gold yen and silver yc», while those after 1888 (21st year of 
Meiji) are estimated solely in silver i/eu, 

2. The greatly increased import for the year 1890 is due to the increased import 
of rice, on account of the scarcity of the rice crop. 



1818 I fjfi 

letiu ( -i" 

1870 ( 8" 

1871 ( 4" 
1072 ( 6" 

S73 ( «■» 
lfi74 ( 7" 
IB70 ( 8" 

8711 ( 9"- 



1884(17" , 

1880 (18* , 

188a (10'* , 

1887 120'" , 

:8 (al« , 

1880(22"' , 

1800 (28" , 

18SI1 (24* I 

1892(25'" I 

1808 (ai" , 

1804(27'" I 

1895(28'" , 

1896(20'" , 

1897 (80"" , 

8(81" , 



8,311,461000^ 
3,G6O,014'aOO 
0,034,081 200 
0,244,834|000 
1,784,418000 
7,013,248000 ' 
7,376,224000 
6,716,650000 
5,402,809,000, 
2,5O8,278'O00! 
8,858.838000 
8,014,307,000 
1,348,211,000 



8,811,461000 
23,622,008 300 1 
8U,090,G7&200 
80,816,871000 
Sl,S86,OSa00O 
27,207,486000 
88,094,180000 ' 
43,144,134000 
«,898,4e^000 
29,21 6,577!00O: 
25,961 ,080'!oOo' 
S6,il6S,042.000. 



24,037,889818 
60,II'j0,S67 188 
5&,aOO,00(lOOO 
72,7I2,«17|982 
107,707,35^682 
14l>,180,512fi21 
153,006,187482 
1611,881,030720 
168,f,»2,344'965 
176,340,857 407 
221,9114,874079 
215,012,239:167 
203,9U4.17l!297 
106,742,B88'604 
100,876,681614 
182,626,316 574 
177,978,068 249 
178,122,455469 
174,986,880810 
169,160,488804 
177,510,245634 
188,634,492684 
205,408,488128 
210,872,584461 
216,786,120811 
288,498,810101 
241,711,286*30 
282,000,811 460 



800,81 



1,686 



187 



64,678,580000| 880,470,142 17 
65,618,471000 285,619,898841 



■'" LiuglliepBlimaleaforyenrsttfler 1897, oldgoU 
""' ,nk of Jnpan. 
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SECTION IV. 

The Reserve Fund and the adjustment of Paper Currency. 

As already stated in the preceding section, the course 
adopted by the Finance Minister, Count Matsukata, for the 
adjustment of disorders connected with paper money was to 
retire it by applying directly the yearly surplus of revenue to 
this end, and to further pave the way toward the resumption 
of specie payment by accumulating specie through the utili- 
zation of the Reserve Fund. 

The total amount of paper money retired in the 11th fiscal 
year oi Meiji (1878) was 7,166,186 yen\m the 12th and 13th 
fiscal years (1879 and 1880) 2,000,000 yen each ; from the 14th 
fiscal year to the 15th, 13,640,000 yen altogether ; making the 
total in these six years of 24,806,186 yen, retired by the direct 
application of the yearly surplus of revenue. During the 17th 
fiscal year of Jfeiji (1884), the paper money nearly recovered its 
par value with silver ; standing in July — the first month of the 
fiscal year — at the ratio of 1.047 yen paper money to 1 yen 
silver. By that time, too, the amount of paper money in cir- 
culation having been considerably diminished, the direct appli- 
cation of yearly surplus of revenue for its retirement was stop- 
ped; such surplus being thence- forward turned entirely into the 
Reserve Fund, to be employed for the purchase of specie. 
Having thus prefaced the present section, the remainder will 
be devoted to giving a general account of this Reserve Fund. 

The Reserve Fund originated in gradually saving up the 
extraordinary incomes ; such as were obtained from the sale of 
certain Government articles, which had become out of use. 
The idea of the Reserve Fund was first originated by the 
Government's learning through the trying financial experience 
of the first years of Meiji, the importance of laying by a fund 
during normal times, and also because there was the need of 
such a fund to enable the Government to resume specie 
payment. The regulations concerning the administration of 
the Reserve Fund were first established in 1872 (5th year of 
Meiji). It was indeed in June of the latter year, that the then 
Vice-Minister of Finance, Mr. Inouye Kaoru (now Count), 
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created the Treasury Reserve Fund, by appropriating eleven 
million three hundred and thirty odd thousand yeuy — a total 
obtained by adding together eleven million two hundred and 
thirty odd thousand yen of specie and ninety-nine thousand and 
odd yen of paper money, which had been accumulating in the 
Government Treasury. 

The following rules were established concerning this Re- 
serve Fund : — 

When for political and financial reasons paper money, bills, or Govern- 
ment bonds are issued, it is particularly important that the Department 
of Finance should save up specie as a reserve, and provide a method for 
its utilization in a definite and unequivocal manner, so as to give the 
necessary support to the policy of the Government in regard to the re- 
demption of bills as well as the circulation of paper money and of Gov- 
ernment bonds, etc.; and this is a matter of the greatest urgency to-day. 
For this reason it is now decided to make an appropriation of the amount 
of specie on hand in the Treasury, by separating them from the item of 
general expenditure, &c. in the General ComptabiliUy to ci-eate for such 
appropriated fund a Separate Comptabilite, and utilize it either for the 
purchase of gold and silver bullion according to convenience or invest it 
in some useful industry, so that the Fund may be augmented and the end 
above mentioned may be attained. With this object in view, the follow- 
ing regulations are now adopted, determining the method of the utiliza- 
tion of the Fund, as well as the method according to which its Comptabiliie 
is to be kept separate from the General Account : — 

Art. I. The amount of the Treasury Reserve Fund shall be the sum 
total of the various coins, new and old, detailed in another book. 

(This book giving the detailed account of these coins is herewith omitted.) 

Art. II. The reserve funds in possession of the Han Governments, 
kept for the redemption of the notes issued by them, shall be 
added to the present Reserve Fund, according to the actual 
amount received by the Government. 

Art. III. Since the Reserve Fund is to be used for redeeming the 
Treasury Convertible bills, issued through the Mitsui Company, 
6,800,000 yen in amount, the required amount may be taken out 
of the Fund any time, and paid in exchange for these bills, 
whenever a demand is made for such exchange. 

The bills, however, which are received in payment of taxes, 
duties and other public revenue, shall simply be turned over 
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to the item of the ordinary income in the General Account of 
the Government, without redeeming them. 
Art. IV. The bills redeemed and those on hand shall be used, 
according as opportunities arise, for purchasing gold and silver 
bullion, the purchase taking place after carefully considering the 
condition of the market. 
Art. V. This Reserve Fund shall also be used, in order to increase 
its amount, for buying principally gold and silver bullion, or 
old gold and silver coins, or other coins hitherto current, or 
Mexican dollars, the purchase being effected after carefully consi- 
dering the current market prices : and the bullion thus obtained 
may be minted into new coins after being refined, or sold over 
to the General Account of the Government. 

When appropriation is made, as mentioned in the above 
paragraph, of the current coins in the Reserve Fund, by 
the General Account, they shall be paid for according to the 
current market prices, and the two accounts shall be kept 
strictly separate. 
Art. VI. The Reserve Fund may be used on special occasions for 
purchasing paper money. Government bonds, etc. 

This use of the Fimd shall take place solely with the view 
to its own augmentation ; the transaction shall never be 
allowed to get mixed up with the redemption of paper money 
and of Government bonds. 
Art. VII. The Reserve Fund shall, under no circumstance what- 
ever, be appropriated by the General Account or accomodated for 
expenditures in any other way. 

Tlie accomodation use made of the Fund in effecting the 
purposes as provided for in Arts. IV and V will not be in 
violation of the present article. 
Art. VIII. Various special books shall be kept for the purpose of 
entering the debits and credits and other details concerning the 
present Fund ; the books shall be carefully and accurately ba- 
lanced and audited, at least four times a year ; and in order to 
make the amount of accumulations to the Fund and other state- 
ments concerning it clear at a glance, concise reports with tables 
shall be compiled; and submitted to the Minister and Vice- 
Minister of Finance. 

As for the details of the daily balancing of the debits 
and credits of the Fund, they shall be compiled monthly on 
the basis of the accounts in the books, and be submitted to the 
Minister and Vice-Minister of Finance. 
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Art. IX. All profits arising out of the Fund shall be added to the 
Fund and counted together. 

As for these profits, a separate book shall be kept from the 
start, and the dates and amounts carefully entered, so that 
those items may be clearly seen at a glance. 
Art. X. Even where, for the convenience of its employment, the 
Fund may happen to be kept in portions in different places, the 
account shall be kept as a whole and shall never be allowed to 
get confused with that of the General Account. Even as tem- 
porary accomodation, the fund shall not be borrowed for making 
defrayments for the General Account. 
Art. XI. Depositing of this fund in the Government Treasury or its 
withdrawal from it shall not take place, unless the Finance 
Minister, by a written instruction signed by himself personally, 
orders its movement or exchange. 

As for keeping the accounts in these respects and of the 

methods of the movement, special officials shall be ap[X)inted 

from the Exchequer Bureau to take the work in charge. 

Art. XII. Amendments or revisions in these Regulations shall only 

be made with the permission of the Minister and Vice-Minister 

of Finance. 

These Rules received subsequently amendments and alterations on 
eight different occasions between 1873 — 1881 (6th year and 14th year of 
Meiji), 



By the December of 1872 (5th year of 3feiji), the Reserve 
Fund reached the sum of over sixteen million yen ; and in Ja- 
nuary of the following year (6th year of Meiji), the Vice-Minis- 
ter of Finance, Mr. Inouye Kaoru, (now Count) with the object 
of putting this Fund on a still firmer basis, presented the follow- 
ing memorandum to the Government, which was subsequently 
adopted : — 



"I have already had occasion to submit my views regarding the 
Reserve Fund, which has now grown to over sixteen million yen. This 
Fund was originally intended to provide for the redemption of the 
Treasury Bills whose amount stood at 6,800,000 yen. It is, however, 
desirable to have it increased to tens of millions of yew, by taking 
measures for its increase, according to the condition of finance, and in 
ways entirely independent of the General Account. Yet the Fund 
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is in no case intended to supplement the deficit of revenues. As for its 
uses, there are three very important services it is intended to render, 
which demand the greatest attention from the point of view of our 
national finance. For one, there are at present in circulation fifty five 
million yen of Daijokan notes, and about twenty million yen of notes 
issued by the Han Governments, both of which require reilemption. 
Then, besides, it is necessary to issue the Government paper money to 
the extent of twenty million yen, in order to cover the deficits for the 
years from the time of the abolition of feudalism in the 4th year of 3Ieiji 
(1871) to December of the present year (6th year of Mdji), The above 
amounts have thus come up to the total of ninety-five million yen in round 
figures ; while the amount of the new coins made at the Mint does not 
go beyond thirty million yen. Moreover a million yen out of the latter 
amount have already been turned over to the acxjount of the Reserve 
Fund and withdrawn from circulation. So that the balance between the 
amount, in circulation, of specie and that of paper has been much dis- 
turbed. Should therefore the people show an increased preference for 
specie, it may possibly for a time make the circulation of paper money 
difficult, owing to the difference of value between specie and paper. 
Another point we must consider is this, that owing to certain circum- 
stances in the circulation of the currency, or to the conditions of the 
export trade, there may arise frequent fluctuations in the ratio between 
our gold coins and Mexican dollars. Then again, as to the Government 
bonds which are now being issued, it is difficult to tell what kind of 
market prices they will be able to maintain, the whole thing depending 
upon the degree of confidence shown by the people in buying, selling 
and circulating them. Should the market go down, and the Government 
be provided with no means of buying those bonds, the general public 
will fail to come to appreciate the really useful and ec^nvenient nature of 
these bonds. Hence in order to be well prepared against such emer- 
gencies, careful observations should be constantly made of the condition 
of the circulation, as well as of the fluctuations in the prices of the home 
and foreign coins, various paper moneys, bills, etc. And after thorough 
deliberation, they should be bought or sold, or other expediency 
measures be adopted according to circumstances, so as to enable the na- 
tional currency to maintain its normal price. But while it may not be 
possible to determine beforehand as to the exact modus operandi in carrying 
out these plans, the first thing needed in any case will be a well filled 
Treasury, without which it will be impossible to accomplish anything. 
It was in view of these facts that our present policy in regard to the 
Reserve Fund was first adopted and the Regulations concerning the Fund 
established. This Fund, which was started in the month of June of the 
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5th year of Meiji, with but a little over eleven million and three 
hundred thousand yen as the nucleus, has now increased to over 
16,000,000 yeriy owing to the most indefatigable efforts made, — such as 
minting coins from time to time, &c., — to accomplish our end. We pro- 
pose that the method of utilization of the Fund shall be of special form, 
different from that of the General Account; its administration being 
governed by a special set of strict rules, which shall be subscribed to by 
all the Ministers of State. It must be remembered that the Treasury 
Bills, to the sum of 6,800,000 yeuy may have to be exchanged with 
specie out of the Reserve Fund on demand by the people. Taking these 
things into consideration, it will be seen that the amount of the Reserve 
does not come up to even one tenth of the total of these bills and various 
other kinds of paper moneys now actually issued ; nevertheless, it is our 
purpose to persist in our efforts to increase the Fund and bring it up to an 
amount which may one day prove to be of great service to the financial 
administration of the country. It is, therefore, our earnest prayer, that, 
not only during the time we are in office, but down to a hundred years 
yet to come, in pursuance of the plan here laid out, efforts shall be made 
year after year to augment the Fund, thus protecting and advancing the 
prosperity of the nation, in order to establish the foundation of popular 
confidence in the national currency ; and furthermore that the fund shall 
positively never be ^enTftSLexpenditures under the General Account. 

Should the Cabinet fin« our scheme acceptable, we would most 
humbly beg for the immediatil sanction of His August Majesty, with the 
counter signatures of all the Ministers of State. With these prayers, I 
hereby submit this memonuulum, with the accompanying draft, to the 
careful consideration of the Government." 

(The text of the " draft" mentioned above as accompanying the memorandum is 
omitted herewith). 

From this time forward, the Government never neglected 
devising means for augmenting the Reserve Fund. Especially, 
in 1875 (8th year of Meiji) the Government for the first 
time established the system of the fiscal year, fixing the period 
from July 1st of a given year to June 30th of the following 
year as one fiscal year. The old system of meeting the ex- 
penditures of a year with the revenue of the preceding year 
was also changed to that of applying the revenue of a given 
year to the expenditure of the same year ; and in that way a 
surplus of over twenty million yen, for the term from January 
to June inclusive of 1873 (6th year of Meiji) y was produced. 
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This became a source of srreatlv au<:cniontin«r the Reserve 
Fund, being successively transferred into its account, accord- 
ing as various accounts were settled. 

The Rules concernins^ the Reserve Fund were first estab- 
lished in 1872 (oth year of JTefJi), and subsequently received 
alterations several times; but in the month of Julv of 1878 
(11th year of Meiji), these Rules were finally greatly revised ; 
instead of the old Rules, there were now issued the Reserve 
Fund Regulations and Sinking Fund Regulations, as fol- 
lows : — 

The Reserve Fund Regulations, 

Art. I. The Reserve Fund is the fund for issuing paper money. 
Of the Reserve Fund, ten million yen in gold sliall be kept in 
the Government Treasurv and the rest sliall be turned into the 
floating capital. 

Art. II. The surplus remaining after settling accounts for each 
fiscal vear, sliall ho transferred to the account of the RestTve 
Fund. Such transferance may, however, be effectecl any time 
by a special resolution, as a measure of financial ex|>e(liency. 

Art. III. A ledger for the Reserve Fund shall be kept at the 
Public Debt Bureau and every I'cceipt into and payment from 
the Fund shall each time be entered in the ledger, and in this 
way the movements of the Fund kept track of through the 
ledger, while the actual casli shall be left in the safe keeping 
of the Exchequer Bureau. 
Art. IV. In making deposit into or disbursement out of the Re- 
serve Fund, each act shall lx» accompanied by a voucher of the 
Finance Minister, similar to the cases of general receipt and 
payment, according to the Exchequer Regulations. Wlien a 
document requiring a voucher Ls issued, the Public Debt 
Bureau shall number it, and let it go through the process of 
dividing the seal [wari-in) with the ledger folio. No voucher 
shall be given to a document without the duly executed irari-in*^ 
Each Bureau and Section concerned shall make entries accord- 
ing to the number given by the Public Debt Bureau. 

Art. V. The Public Debt Bureau shall be responsible for the 
receipts and disbursements, as well as the utilization of the 



*** Tfan-m" is a process of stamping one seal on two dociimenta, in such a way 
that one half of the seal appears on each. 
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Reserve Fund. For this reason, in all vouchers regarding the 
movements of the Fund and in keeping the accounts for the 
Fund, the chief of the Bureau shall sign himself either as the 
payer or the payee ; arfd when money is borrowed for the Re- 
serve Fund from other sources, the said chief of the Bureau 
shall sign himself as debtor to the creditor, and creditor to the 
Fund itself. 

Art. VI. In making deposits into or disbursements out of the Re- 
serve Fund, the vouchers shall be made out and issued after 
obtaining the sanction of the Finance Minister by means of 
representations according to Forms* No. I — a and b. How- 
ever, in case the receipt or disbursement is to be effected in 
accordance with Form No. II for which the sanction of the 
Finance Minister has already been obtained, a brief in accord- 
ance with Forms No. Ill — a and b shall be made out and 
the voucher prepared by binding therewith the original paper 
containing the previous sanction of the Finace Minister. 

Art. VII. A table shall be compiled monthly according to Form 
No. IV showing the amounts of receipts and payments in cash, 
as well as the actual amount in existence on account of the 
Reserve Fund; and being submittcjd to the Minister of Finance 
on the 5th of the following month, the table shall in the pre- 
sence of the said Minister be compared and checked with the 
similar tables to be also submitted by the Exchequer and Re- 
cord Bureaux and bv the Vouchers' Section. 

The Reserve Fund Monthly Table, compiled on the last 
day of each month (Form No. V — a) and the Table in 
detail of the same (Form No. V — b) shall then be re- 
compiled and submitted to the Finance Minister. 

Art. VIII. The Public Debt Bureau shall each vear make the 
estimate of the capital of the Reserve Fund to be carried over 
to July 1st and submit the same to the Minister of Finance by 
the 15th of June of the year. (The statement in the Budget 
of the year shall be made according to the estimate thus sub- 
mitted.) And then according to Art. IX the actual amount of 
the capital carried over to July 1st shall be investigated and 
the statement as to whether such actual amount had been in 
excess of, or had fallen behind the estimate, shall be reported. 

Art. IX. One whole year, from the 1st day of July of a given year 
to the 30th day of June of the following year shall constitute 

* The forms mentioned in these articles are omitted herewith. 
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for the Reserve Fund a jieriod for settling all accounts regarding 
the actual receipts and disbursements, and its capital shall be 
reconstituted on the 1st day of the month of July each year. 
Also the amount of the Fund carried over to July 1st and a 
report giving in detail the reasons of increase or decrease (Form 
No. VI) shall each year be prepared and submitted to the 
Finance Minister by the 20th of July. 
Art. X. The receipts into or disbursements out of the Reserve 
Fund shall be balanced individually according to each item. 
These items shall be divided into four headings, each of these 
headings being subdivided into certain main items ; 

(The first heading, " Appropriation," shall only apply to the receipt 
account.) 



Caslders Headings. 



Main Items. 



I. Appropriation 

II. Floating Capital be- 
longing to the Public 
Debt Bureau. 



Balance on hand after settling 
the General Account. 



(3) 

(4) 
(5) 



III. Debts contracted 

IV. Profit and Loss 



(1) Fund for the Purchase of 
Bullion. 

(2) Fund for the Purchase of 
Mexican Dollars. 

Fund for the Purchase of 
Bills. 

The Foreign-Bills-of-Ex- 
change Fund. 

Fund for the Carrying on 
of Industrial Enterprises by 
the various Departments of 
State. 

Reserve Fund for the t)e- 
partments of State. 

Various Loan Funds. 

Money kept as Security. 

Brick -Buildings-Construc- 
tion Loan Funds. 
(10) Miscellaneous Ijoan Fund. 
Debts contracted. 
Profit and Loss. 



(6) 

(8) 
(9) 
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Art. XI. All amounts received into and paid out of the Reserve 
Fund shall be entered in the Reserve Fund Ledger in ac- 
cordance with the cashier's items. The Main Items are to be 
used solely by the Public Debt Bureau, so that no such 
analysis shall be observed in keeping the accounts of the Reserve 
Fund (i. e. the Reserve Fund proper). 

Art. XII. Although the Reserve Fund makes it its principal 
interest to be utilized, and thus to augment itself, all business 
concerning its utilization shall be transacted by the Public 
Debt Bureau and the Reserve Fund shall not directly concern 
itself with such utilization. 

Art. XIII. Any profit or loss occasioned in the course of such 
utilization by the Public Debt Bureau, shall be considered 
the profit or loss of the Public Debt Bureau (i. e. for the 
portion in circulation) and shall not be regarded directly as a 
profit or loss of the Reserve Fund. 

Art, XIV. When the Public Debt Bureau is in need of a floating 
capital, the Bureau shall receive it from time to time out of the 
Reserve Fund; the Bureau may, however, prepare an estimate 
of its probable need, and receive the amount on the estimate 
beforehand in one lump. 

The funds for the Main Items mav be used accommoda- 
tingly amongst themselves. 

Art. XV. All loans advanced by the Public Debt Bureau shall 

» 

require securities, which shall be confined to various Govern- 
ment Bonds, old gold and silver coins, bank notes, gold, silver, 
and copper bullion, and real estate. 

This rule may not be adhered to when the accommodation 
loans are made amongst the various Departments of State 
with the General Account Funds and the Sinking Fund. 

Art. XVI. When the Public Debt Bureau#advances a loan out 
of its floating capital, its term shall always be limited to six 
full months, at the rate of interest of 7 per cent, (seven-one- 
hundredths of the principal) or more. On the other hand a 
loan that may be effected by a special resolution may not be bound 
by this rule. 

Art. XVII. No interest shall be charged and the length of the 
term may be determined according to circumstances, when 
mutual accomodation loans are to be made amongst the Gen- 
eral Account Funds, the Sinking Fund and the Reserve 
Fund. 

Art. XVIII. Regarding the floating capital loaned out of the 
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Reserve Fund to the Public Debt Bureau, the principal (the 
amount of capital originally advanced out of the Reserve Fund) 
shall be refunded out of tlie money obtained from the transac- 
tions undertaken l)y the said Bureau in tlie purchase and sale 
of certain articles, or out of the coins minted from bullion, or 
out of the money received in payment for loans, after settling 
the profit or loss accounts, in each case. 

The profit shall be disposed of according to Arts. XXI 
and XXII. 

Art. XIX. When, owing to certain ciivumstances, it is necessary 
to borrow for the Reserve Fund, the loan shall not be contracted 
directly by the Reserve Fund itself, but it shall first be con- 
tracted bv the Public Debt Bureau and the Reserve Fund 
shall borrow it from the said Bureau. 

Art. XX. The Public Debt Bureau shall monthly compile, in 
accordance with Form No. VII, a detailed report of the goods 
bought and sold or the funds received, delivered and utilized ; 
shall keep such report at the Bureau; and have it examined by 
inspectors on the occasion of their official visit, in accoixlance 
with Imperial Ordinance No. I of the 11th year of 3Ieiji and 
also the Finance Minister's Order of the month of March of 
the 11th year of Meijl. 

Art. XXI. Regarding the profit or loss arising from the utilization 
undertaken by the Public Debt l^ureau, such profit or loss 
shall on each occasion be balanced, both the profit and loss being 
charged to the account of the Public Debt Bureau; the loss of 
the Bureau being made good by profits accruing from other 
sources. 

The balancing shall be made at the end of each month in 
regard to the profit or loss incidental to the buying, selling 
and exchanging of Mexican dollars. 

Art. XXII. All the miscellaneous expenditures incidental to trans- 
actions (i. e. bullion refining expense, trans^wrtation expense, 
commissions on buying or selling goods and on exchanging 
silver, copi)er and paper money, interest on loans, convertible 
notes and Government Ixjiids printing expenses, and other mis- 
cellaneous expenses arising out of these transactions,) shall be 
charged t) the loss account of the Public Debt Bureau and 
shall be made good out of the Bureau's profits. However, 
when those profits are small and not sufficient to make good 
such losses, the Reserve Fund shall advance the necessary 
amount to the Public Debt Bureau as a floating capital. This 
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loan shall, however, be paid back later on by the Bureau out of 
its profits. 

Regarding those expenditures the exact amounts of which 
can not be previously determined (such as Government bonds 
printing expense for which appropriation is made on an esti- 
mate and the balance is struck after actual settlement) the 
Reserve Fund shall temporarily advance the amount of the 
estimate as floating capital to the Public Debt Bureau, 
which after the amount has been actually fixed shall refund 
it out of its profits. 
Art. XXIII. The expenditures such as commissions and transpor- 
tation expenses, mentioned in the preceding article, shall be 
balanced against the profits arising out of the transactions carried 
on under the respective Main Items. 

When expenses occur for exchanging the currency of 
one description for another, where there is no Main Item to 
come under as in the cases of the expenses of printing Govern- 
ment bonds and convertible notes, these shall be settled out 
of the general profits of the Bureau. 
Art. XXIV. The Public Debt Bureau shall at the end of each 
month, compile reports showing the profit and loss accounts 
of each Main Item, and balance sheets showing the amount of 
losses made good by profits (Form No. X — a and b), and shall 
present them to the Finance Minister by the 10th of the follow- 
ing month. 

The details of profit or loss from the sale of the goods 

which are to come under Form No. X shall be written up 

each month, be kept at the Public Debt Bureau and 

examined by auditors on the occasion of their official visit, 

in accordance with Imperial Ordinance No. I of the 11th 

year of Meiji and Finance Minister's Order of March of 

11th year of Meiji. 

Art. XXV. The statement of accounts of the Public Debt Bureau 

shall be compiled in the form of a detailed report, sho^ving the 

balance of profits or losses during the period from July 1st of 

a given year to the 30th of June of the following year, and be 

presented to the Finance Minister by the 10th of the month 

following the expiration of the term mentioned ; and the net 

profits shall be transferred to the Reserve Fund. 

Art. XXVI. The Public Debt Bureau shall make careful entry, 

in accordance with Form No. XII, in the Book of Account for 

the Accomhiodation Debts, showing the amount remaining un- 



CHAPTER I. SECTION IV. 119 



settled after deducting all that had been paid in against the 
capital loaned by the Reserve Fund, as in Art. XIV, and shall 
present it to the Finance Minister for the purpose of being 
audited. 

Art. XXVII. When the Public Debt Bureau has delivered over 
to the Reserve Fund its net profit and the surplus revenue 
remaining after settling the General Account for one whole 
year, the said Bureau shall enter the sums in the receipt account 
book and present the same each month to the Finance Minister 
for the purpose of being audited. 

Art. XXVIII. When the account made according to the provisions 
of the preceding article shows loss after balancing the profits 
and losses of the transaction, a representation to that effect 
shall be made and permission obtained for entering the amount 
of loss, by charging it tf> the loss account of the Accomodation 
Debts Account Book. 

Art. XXIX. When the Public Debt Bureau receives the payment 
of the amount of the loan advanced bv it to the Reserve 
Fund, the said Bureau shall compile a monthly account book in 
acconlance with Form No. XIV, and shall present the same 
each month to the Finance Minister for auditing. 

Even when only a part payment, instead of the payment 
of the whole amount, is made, the account book mentioned 
in the present Article shall also be submitted to the Finance 
Minister, for that month in which such part-payment was 
made. 

Art. XXX. The account books prepared by the Public Debt 
Bureau shall be presented without fail within the first five 
days of the month following (holidays excepted). And the 
auditor's certificates on the said books shall be received and kept 
by the National Debt Bureau. The Finance Minister shall 
confer the settlement certificate within seven days (holidays 
excepted) following the day on which the account book of the 
last period (i. e. the month of June of each year) is presented. 

The Sinking Fund licc/ulations. 

Art. I. The Sinking Fund has for its object the redemption of public 

debts, both domestic and foreign. 
Art. II. The sum of twenty million yen shall be added annually 

out of the General Account to the Sinking Fund, commencing 

with the 11th fiscal year of Meiji (1878). 
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Of this amount the sum of 978,000 yen is to be appropriated 
toward the redemption of the principal and interest of the Public 
Works Loan Bonds — 12,600,000 yen in amount — to be newly 
levied in the 11th year of Meiji. 

Art. III. The sum of twenty million yen shall be appropriated out 
of the Reserve Fund in the beginning of the 1 1th fiscal year ; 
the same to be made the Sinking Fund Capital. Earnest efforts 
shall be made for the increa^rc of this Fund Capital through its 
utilization, so that the work of rctleraption may be as speedily 
accomplished as possible. 

Art. IV. The public debts shall be redeemed with 20 million yen 
appropriated from the General Account as well as with the 
profits obtained from the utilization of the Fund, and should 
there be any balance left over, the same shall not be re- 
funded to the General Account but be added to the Sinking 
Fund. 

Art. V. Should the amount transferred from the General Account 
be found insufficient to cover the amount to be paid off in 
a given year, the deficiency shall be made good out of the 
Sinking Fund Capital, with the permission of the Finance 
Minister. 

Art. VI. The fiscal year for the two items of the yearly appropria- 
tion out of the General Account and of the redemption of 
public debts shall be the same as the fiscal year for the General 
Account. 

Art. VII. The Public Debt Bureau shall keep the Sinking Fund 
Ledger and shall make entry therein of each receipt and payment; 
and thus the said Bureau shall keep the accounts of the Fund on 
the pages of the Ledger, wliile the actual cash shall be left in 
the keeping of the Exchequer Bureau. 

Art. VIII. In making deposit into or disbm'sement out of the Sink- 
ing Fund, each act shall be accompained by a voucher of the 
Finance Minister in the same way as in the case of the receipts 
and payments in general ; and when such a voucher is issued, the 
Public Debt Bureau shall number it and let it go through 
the process of dividing the seal {wari-ln) witli the ledger folio. 
No voucher shall be given to a document without the divided 
seal. Each Bureau and Section concerned shall make entries 
according to the number given by the Public Debt Bureau. 

Art. IX. As the Public Debt Bureau shall be responsible for the 
receipts and payments, as well iis for the utilization of the Sink- 
ing Fund, the said Bureau shall constitute itself the payer or 
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payee in making out the vouchers for the account of the said 
Fund. In effecting loans also for the Fund, the said Bureau 
shall settle all accounts by constituting itself debtor to the 
creditor and creditor to the Sinking Fund. 

Art. X. In making deposit into or disbursement out of the Sinking 
Fund, the vouchers shall be prepared by obtaining the sanction 
of the Finance Minister, through representations in accordance 
with the Forms No. I — a and b; when, however, the amount to 
be received or disbursed as in the Form No. II has had the 
sanction of the Finance Minister, a brief shall be made out 
accordance with Forms No. Ill — a and b, and the voucher pre- 
pared by binding therewith the original paper containing the 
previous sanction of the Finance Minister. 

Art. XI. A table shall he compiled each month, in accordance with 
Form No. IV, showing the cash paid out and on hand of the 
Sinking Fund, and shall be presented to the Finance Minister 
by the 5th of the following month. The same shall then be 
compared in the presence of the Finance Minister with the table 
compiled and presented by the Exchequer and Record Bureaux 
and the Vouchers' Section. 

A monthly table (Form No. 5 — a) compiled on the last day of 
each month, showing the condition of the Sinking Fund, and 
a report in detail thereof (Form No. 5 — b) shall be compiled 
and presented to the Finance Minister. 

Art. XII. The Public Debt Bureau shall make an estimate of the 
amount of the Sinking Fund Capital to be carried over to July 
1st each year, and shall present it to the Finance Minister by 
the 15th of June. (This estimate shall be used in the prepara- 
tion of the Budget of that year.) And as in the case of Art. 
XIII the amount of cash actually carried over to July 1st shall 
be settled, and a report as to the amount exceeding or falling 
behind the estimate shall be submitted. 

Art. XIII. The year commencing on July 1st of a given year and 
ending June 30th of the following year shall form one fiscal 
year for the Sinking Fund, and its Fund Capital shall be re- 
adjusted on the 1st day of July each year. Further, a report 
setting forth the amount of the capital carried over to July 1st 
each year, and the reasons for the increase or decrease thereof 
during the preceding year, shall be compiled and submitted to the 
Finance Minister by the 20th of July. 

Art. XIV. Additions to the Sinking Fund shall consist of the two 
items of the appropriation from the General Account and of 
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the profits realized by the Public Debt Bureau by the utiliza- 
tion of its funds ; while the disbursements by the Fund shall 
consist of one item, namely, the paying ofi' of the public debts. 
As for the floating fund and the moneys borrowed, they shall 
together constitute a single item ; their receipts and disbursements 
being entered in the account book in due order. The cashier's 
Receipt and Disbursement Account shall have five headings, 
each subdivided into certain main items, as follows : — 

Caslder s Headings, Main Items. 



I. Appropriation from a 
given fiscal year's General 

Account. Appropriation from the given 

fiscal year's General Account. 



II. Redemption of ] 


)ublic 






debts for the given 


fiscal 






year. 




(1) 


Domestic Debts. 






(2) 


Paper Money. 






(3) 


Foreign Debts. 


[II. Floating Fund. 




(1) 


The Fund for the Purchase 
of Government Bonds. 


IV. Debts contracted. 




(1) 


Debts contracted. 


V. Profit and Loss. 




(1) 


Profit and Loss. 



Art. XV. All entries of receipts and disbursements in the Sinking 
Fund Ledger shall consist of the full amounts either received or 
paid, according to the headings and items mentioned in the pre- 
ceding article. 

The Main Items are to be followed only in the accounts of the 
Public Debt Bureau, their classification not being followed in the 
account of the Sinking Fund (i. e. the Sinking Fund Proper.) 

Art. XVI. The utilization of the Sinking Fimd Capital shall be 
entrusted to the public Debt Bureau, and the Fund shall not 
concern itself directly with such utilization. 

Art. XVII. All profits and losses arising in the course of such 
utilization, undertaken by the Public Debt Bureau, shall be 
r^arded as the profits and losses of that Bureau, and shall not 
be charged to the account of the Sinking Fimd. 

Art. XVIII. Whenever the Public Debt Bureau is in need of a 
floating fund, the Bureau shall obtain it from the Sinking Fund ; 
or according to circumstances, an estimate may be made before- 
hand of the needed amounts and the appropriation made in one 
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lump ; o^dijftnijj^Account has been the main items of the 
Public Debt Bureau may Dc'accoinmoNCiatfecl among themselves. 

Art. XIX. The investment of the Sinking Fund Capital, which the 
Public Debt Bureau may undertake in order to realize profits 
therefrom, shall be confined solely to the selling and buying of 
Government bonds?. It is strictly forbidden to make advances to 
individuals or to engage in buying goods of whatever kind. 

Art. XX. When in accordance with Art. Ill of the Finance De- 
partment Order B, No. LX of tlie 9th year of Meiji, as well as 
with the Finance Dej>artment Order B. No. XV of the 10th 
year of Meiji (1877), or owing to any other circumstance, the 
Government bonds are delivered over to tlie Government, those 
bonds shall be bought with the Sinking Fund. 

Art. XXI. When there is a tcm|X)rary surplus in the Sinking Fund 
Capital the same may he loaned to the Reserve Fund, through 
the National Debt Bureau by a special resolution 

The rate of interest, the term of the loan, etc. shall be deter- 
mined on each occasion. 

Art. XXII. When the Government bonds, secured bv the Public 
Debt Bureau, are sold ofi', or when their redemption takes place 
through drawing lots, the money thus realized shall, after balanc- 
ing the profit and loss, be paid back to the Sinking Fund, in pro- 
portion to the original amount of the capital advanced from the 
Sinking Fund. (The profits thereof shall be disposed of in accor- 
dance with Arts. XVII and XXVII.) 

Art. XXIII. The Public Debt Bureau shall compile each month 
in accordance with Form No. VII a detailed report of the 
Government bonds bought or sold, as well as of the loans made or 
paid back. The report shall be kept in the Public Debt 
Bureau and receive the examination of auditors on the occasion 
of their official visit, in accordance with Imperial Ordinance 
No. I of the 11th year of 3fciji and the Finance Minister's 
Order of March of the same vear. 

Art. XXIV. All losses and expenses, (commissions on buying and 
selling the Government bonds, transportation expenses, &c.), aris- 
ing out of the utilization of the Sinking Fund undertaken by 
the Public Debt Bureau, shall be charged to the account of the 
Public Debt Bureau, and be made good out of the profits of the 
same Bureau. 

Art. XXV. While the various expenses eonnecte<l with the utiliza- 
tion transactions shall be charged to the account of the Public 
Debt Bureau and be made good out of the profits of the said 
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Bureau, yet lalized by the Public Debt Bureeilefinitely known, 
they shall be*l?!lii[)(il%ll iJy ' Jraiifijut of the Floating Fund, (under 
the title of miscellaneous advances under the Main Items). These 
shall, however, be paid back later when their amounts are 
known. 

Art. XXVI. At the end of each month the Public Debt Bureau 
shall compile a repoit of profits and losses classified according to 
the Main Items, and make a written report on balancing the 
profits and losses (applicable only to the Main Items relating to 
the Sinking Fund Capital), in accordance with Forms No. X—a 
and b, and shall present this report to the Finance Minister by 
the 10th of the following month. As for the detailed report of 
buying and selling of Government bonds and the profit and loss 
arising therefrom, it shall be compiled each month in accordance 
with Form No. X— c, which shall be kept at the Public Debt 
Bureau, for examination by auditors on the occasion of their 
official visit, in accordance with Imperial Ordinance No. I of 
the 11th year of Mdji and the Finance Minister's Order of 
March the same year. 

Art. XXVII. The Public Debt Bureau shall compile a detailed 
report (Forms No. X — a and b) by a careful comparison of the 
various items of profits and losses occuring between the 1st of 
July of a given year and the 30th of June of the following year : 
and present the same to the Finance Minister within ten days 
after the last named date. The net profit shall be paid over to the 
Sinking Fund. 

Art. XXVIII. A detailed account as per Form No. VIII shall 
be compiled setting forth the actual amount of public debts 
redeemed with the twenty million yen appropriated under Art. 
IV, as well as the actual amount to be added to the Sinking 
Fund. This report shall be presented to the Minister of Finance 
and also shown among the various bureaux and offices. In the 
General Account, the disposal of the twenty million yen shall 
be shown under the separate items of the amount spent for 
the redemption of the public debts and that added to the 
Sinking Fund. 

The object of putting down the two items separately, instead of simply 
stating ** 20 million yen appropriated for the Redemption of Public Debts" 
is in order to avoid adiscrepancy appearing in the yearly balance sheet, since 
the debts actually paid which will appear in another place, may not neces- 
sarily exactly come up to twenty million yen. 

Art. XXIX. When the yearly amount of appropriation (20 million 
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yek) from the General Account has been found to be insufficient 
to meiit the demand for the payment of the public debts in a 
given year, and the deficiency has been met out of the Sinking 
Fund as provided for in Art. V, the amount thus drawn from 
the Fund sliall be looked upon as a supplementary revenue 
(Form B), and be first put down among the items of the year's 
revenue, and in the report (made according to Form B.) that 
amount shall be put down as appropriated from the General 
Account for the purpose of redemption. 

The reason for the above provision is that unless the amount accom- 
modated out of the Sinking Fund is not added first to the revenue and 
then appropriated for redemption purposes, the books will show the strange 
fact of a certain amount of public debts being paid off with the money not 
appearing in the revenue. 

Art. XXX. The amounts of money spent in paying off public debts 
shall be put down in an account book in accordance with Form 
No. XI with a separate account for each year as provided for 
by Art. VI and shall be submitted for auditing and approval. 

Art. XXXI. The reports as provided for by Arts. XXVIII and 
XXIX being connected with the business of preparing the 
yearly Budget and the settling of accounts, shall without fail 
be submitted within the same fiscal year. 

Art. XXXII. The Public Debt Bureau shall prepare an account 
according to Form No. XII, setting forth the balance of the 
money remaining unsettled, after the money paid back to the 
Sinking Fund is deducted from the amount of the Floating 
Fund borrowed from the Sinking Fund, and present this to the 
Minister of Finance to be audited. The distinction of fiscal 
years shall not be observed in the statement concerning the 
circulating capital. 

Art. XXXIII. When the Public Debt Bureau has paid to the 
Sinking Fund the year's profits and the amount of appropriation 
from the General Account, the details of the transaction shall be 
put down in a receipt account book, in accordance with Form 
No. XIII, and be submitted each month to the Finance Minis- 
ter for auditing and sanction. 

Art. XXXIV. When loss is shown after balancing the profits and 
losses in the case of the report as provided for by Art. XXVII, 
the amount of that lo^s shall, being approved, be charged to 
the los3 side of the Accomodation Loan Account Book and be 
regarded as so much lost. 

Art. XXXV. As for the amount advanced by the Public Debt 
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Bureau to the Sinking Fund, when it is paid back^ the details of 
the transaction shall be put down in an account book, according 
to Form No. XIV and be submitted each month to the Finance 
Minister for auditing and sanction. 

Even though the total amount be not paid back, when 

there is made a partial payment that item shall be put down 

in the report of that month. 
Art XXXVI. The Book of Accounts compiled by the Public 
Debt Bureau shall be submitted without fail, within the first 
five days of the month following (holidays being excepted) ; the 
auditor's certificate of examination of the Book of Account shall 
be received and preserved. Within seven days (holidays excep- 
ted) after the presentation of the Book of Accounts for the 
closing term (the month of June of each year is called the closing 
term), the Finance Minister shall give a certificate for the settle- 
ment of the accounts. 

In the manner above described, there \vas now established 
the Special Comptabilite of the Sinking Fund Capital, by set- 
ting aside twenty million yen out of the Reserve Fund. In con- 
sequence of this the Reserve Fund came to be divided into the 
two accounts of the Reserve Fund Proper and the Sinking 
Fund. The efforts were kept up to augment the Reserve 
Fund Proper by making various investments out of it, in order 
that the necessary preparations might be made for the resump- 
tion of specie payment. Concerning the Sinking Fund, the 
policy was now adopted : ( 1 ) of investing all the fund capital in 
Government bonds, in order to apply the interest accruing there- 
from to paying off the principal and interest of public debts ; 
and whenever cash was obtained through these bonds being 
redeemed by the drawing of lots, again the cash w^as to be 
employed in the purchase of Government bonds, so that the 
amount of the fund capital consisting of Government bonds 
might always be kept up to twenty million yen\ (2) of applying 
the remainder, should there be any, toward paying off the 
principal and interest of public debts. It was at the same time 
forbidden to make accommodations between the Reserve Fund 
proper and the Sinking Fund. In 1882 (15th year of Meijt), 
however, the Minister of Finance (Count Matsukata) came to 
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see that, iu order to make the adjustment of paper currency, it 
would be Btficssary to turn the public bonds which constituted 
the Sinking FfBa^d Capital into specie, by exchanging them with 
the specie belonghag to the Reserve Fund proper, so that the 
latter might, by selling oflf those bonds, apply the paper money 
received in payment thereof toward procuring further specie. 
On the 15th of August, 1882, he memorialized the Govern- 
ment on the subject, as follows : — 

While the plan of buying Government bonds by making use of the 
twenty million yen of paper money appropriated out of the Reserve 
Fund was submitted in the month of September of the 11th year of 
Meiji and has since been acted upon, subsequent reflections have forced 
upon me the conclusion that the present financial difficulties are prin- 
cipally attributable to the existence of a discrepancy between the value of 
specie and of paper. Now the most urgent step to be taken in improving 
the situation would be to contract the circulation of paper money within 
proper limits, at the same time taking measures for the accumulation of 
specie in the Treasury, in order gradually to pave the way for the resump- 
tion of specie payment. For this reason the undersigned humbly 
submits that the specie belonging to the Reserve Fund proper may be 
exchanged for the Government bonds in the possession of the Sinking Fund, 
in order that steps may be taken for the absorption of specie, which may 
also serve as a means of meeting any emergency need. The undersigned 
begs, therefore, that the policy herein sketched may be speedily sanc- 
tioned by the Government. 

The above representation received an immediate sanction; 
and since then, down to 1886 (19th year of Meiji), the sink- 
ing fund held in its possession coin received in exchange for 
the Government bonds, without realizing any profits from them. 

In 1883 and 1884 (16th and 17th of Meiji), the two ac- 
counts of the Military and Emergency Reserves were set up 
within the Reserve Fund Account, but the former having been 
exhausted in a few years, by being spent for military purposes, 
went out of existence, and the latter became rehabilitated into 
the Reserve Fund proper. 

The Reserve Fund reached, by the end of the month of 
June, 1881 (14th year of Meiji), the highest total (the Reserve 
Fund proper and Sinking Fund being counted together), of 
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55,793,498 yen 56 sen and 5 rin (this total includes the amounts 
which were not in actual cash, i. e. the amounts which were in 
the shape of loans for the purpose of assisting industries or of 
encouraging direct exports to foreign countries) ; but of this 
total only yen 8,691,914.491 were in coin and the remain- 
der {yen 47,101,584.074) was in paper money. Since then, 
however, disbursements having been made in the form of 
appropriations to the General Account of each subsequent 
year, as supplementary funds for redeeming home debts, and 
also to cover losses arising out of transactions in bullion and 
coin (i. e. losses resulting from the purchase of gpecie with 
depreciated paper money), the total was reduced to yen 
48,787,685.11 by the last day of December, 1885 (18th year of 
Meiji), At the same time, however, of this amount, that repre- 
senting specie rose to yen 42,265,640.54, while that representing 
paper money fell to yen 6,522,044.57. This vast amount of 
specie was by far the largest that has ever been in the posses- 
sion of the Reserve Fund since the first years of Meijiy a 
circumstance due to the absorption of a large amount of specie 
mainly through operations in discounting foreign bills of 
exchange. 

It was in the month of October, 1880 (13th year of Meiji\ 
that the Government first engaged in transactions connected 
with foreign bills of exchange, by entrusting the sum of 
three million yen to the Yokohama Specie Bank, in order that 
the latter might discount foreign bills of exchange on the se- 
curity of exported goods, at the request of mercantile companies 
engaged in the direct export trade. It was, indeed, the main 
object of thus engaging in discounting foreign bills of exchange, 
to encourage on the one hand the direct export trade and on 
the other to secure specie, — it being the object of the Govern- 
ment to use the specie thus obtained in paying off the principal 
and interests of the foreign debt, and also in making payment 
for the foreign expenses of the various departments and oflSces 
of the Government. In those early days, however, the business 
connected with the foreign bills of exchange being entirely 
new, and the whole thing being mismanaged, there arose 
various evils connected with it, so that the result was far from 
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accomplishing the object aimed at. The Government thus not 
only failed to accomplish the absorption of specie, but had 
even to sustain losses, owing to the fact that the advances 
made (in the form of discounting the foreign bills of exchange) 
often remained unpaid long after the expiration of the term of 
maturity. The causes of this failure on the part of the Govern- 
ment, in its first experience connected with foreign bills of 
exchange, appear to have been : — 

1. The laxity in the inspection of goods, before dis- 
counting the bills of exchange, so that goods of inferior 
quality were sent abroad which did not command the 
expected price. 

2. The business connected with the disposal of exported 
goods being mismanaged, led to uncertainties and irre- 
gularities in their sales, causing delay in the payment 
of the bills. 

3. Since the money advanced in discounting the foreign 
bills of exchange was in paper money, it was arranged 
that the collection of those bills abroad should also take 
place in terms of paper money; so that the price realized 
abroad on the goods exported was, in paying for these 
bills, converted into the terms of paper money according 
to the rate of exchange prevailing at the time. And this 
process took place at a time when the paper currency 
was rapidly depreciating. As a result, the export mer- 
chants became engrossed in the subject of fluctuations 
in the value of paper money, — regarding their business 
as one of speculation rather than of sober legitimate 
transaction, in the hope of realizing certain chance pro- 
fits from the fluctuations of paper money. 

But toward the close of 1881 (14th year of Meiji), the 
Minister of Finance (Count Matsukata) in taking up the work 
of adjusting the paper currency, came to the conclusion that, 
in order successfully to effect the augmentation of the specie 
reserve which was to be applied to redeeming paper money, 
the most appropriate method would be to absorb specie from 
abroad by properly engaging in transactions connected with 
the foreign bills of exchange ; and that this might be done by 



130 THE ADOPTION OF THE GOLD STANDARD IN JAPAN. 






makiug certain necessary revisions in the then exsisting system. 
Accordingly, he snbmitted the following memorandum to 
the Government: — 

We have Inthcrto tried various schemes for augmenting the coin 
reserves of the Government; of which some were practiced at home, while 
others were practiced in foreign countries with which we had commercial 
dealings. The proposal that the undersigned now wishes to make is none 
other than to push ahead the augmentation scheme through operations in 
foreign fields. To explain : our domestic trade is yet very small in its 
volume and quite rudimentary in its development. Should, therefore, the 
Government interfere directlv with the business transactions at home, 
whicli arc both limited and infantile, the result would be at one time to 
precipitate the market into feverish excitement, and then again into vacant 
dullness, the effect of which would l)e to excite further the speculative 
tendency prevailing in the country ; and in the end the |X)licy would not 
be effectual in augmenting the amount of specie in the Reserve Fund as 
mav be verified by the experience of recent vears. For this reason the 
undersigned has come to the conclusion that the scheme should not be 
tried at home, but that it should be mainly practiced abroad. 

Now in operating the plan abroad, there are more methods than one, 
but thev mav be summarised as follows: first, to make advances in the form 
of discounting the foreign bills of exchange on the security of goods 
exported, and second, in the form of making an indirect accomodation 
of money on the direct transi^ortation abroad. As for the direct trans- 
portation, however, there is hardly at this moment a vessel of our mer- 
chant fleet engaged in direct trade with foreign countries (excepting ports 
in southern China, in Korea and with Vladiostock), so that the scheme 
is to be set aside for the present as impracticable. The only method 
available for our immediate purpose would be to carry into successful 
operation the first scheme, and thereby absorb the specie from abroad. 
But that scheme is not a new one. It is the scheme which the Govern- 
ment has had in operation hitlierto and has l)een experimenting upon 
since the 10th year of J/eyi (1877), and regarding which the advantages 
and disadvantages, as well as the conditions wherein these arise, have 
been thoroughly ascertained. 

It is indeed true that, looked at from a theoretical point of view, 
the matter of foreign trade should be left to individual enterprise, without 
Government interference. And the scheme now suggested may be said 
to be contrary to the true theory of finance. Yet at the same time, 
it will doubtless be agreed by all men of intelligence that, under our 
present circumstances, the adoption of the scheme I have mentioned 
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above is demanded by reasons of practical necessity ; and I can not help 
believing that your Excellencies have long since been of this opinion also. 
Such then being the case, it seems to me that the present scheme should 
be regarded as one which must of necessity be adopted. 

Now in taking measures on this urgent matter, the point to which I 
especially wish to call your Excellencies' attention is in regard to the rules 
concerning the discounting of the bills of exchange. Hitherto, silk and 
tea have formed the two principal exports for which the bills of exchange 
have been discounted as a means of accumulating six?cie, and other mis- 
cellaneous goods came only next in the list. In making, however, a 
careful study of our national industry and the working of our foreign 
trade, it appears to me that the goods for which an indirect protection is 
aflTorded by the Government, through discounting the bills of exchange 
drawn on their security, ought not to be confined to silk and tea, but that 
rice the greatest of our products ought also to be included in the list for 
the above named purpose. It is indeed true, that rice is not generally 
regarded as occupying the same position as silk or tea in foreign trade, 
owing to the difficulties of its transportation and storing. But there is 
one thing that needs to be carefully considered in connection with this 
subject. Is it not true that we, as a nation, depend upon agricultural 
products or more specifically upon those agricultural products that are 
purely natural in their production, for the greater part of our national 
wealth? Now these being the products of nature, it will of course be 
impossible to assume that there will be rich crops year after year 
without failure ; if so, tea and silk alone should not be regarded as the 
only sources of our national wealth. Such being the case, it will be plain 
that rice too should be put on the list of necessary articles which are 
made use of for augmenting the stock of standard money. So soon as 
rice is counted in the list of the articles of necessity in the above sense, 
measures should be taken to increase its export, at every opportunity, by 
every proper means, whenever there should occur a surplus in its production 
as the result of a plentiful harvest. And in this way, rice may be made 
to share with tea and silk in the work of increasing the specie reserve. 
This then is the reason that, after studying seriously the relations between 
our national resources and finance, — as well as the relation of our agricul- 
tural products, which form by far the most important portion of our 
national resources, — to our foreign trade, I now solicit your Excel- 
lencies' judgement in regard to putting in force the present scheme for the 
augmentation of the specie reserve. It is, therfore, the earnest prayer of 
the undersigned that your Excellencies will, by taking into careful consi- 
deration the facts and circumstances of the case, give your sanction to the 
scheme I herewith suggest ; i. e. to engage in transactions connected with 
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the foreign bills of exchange, in order to secure the absorption of specie 
from abroad, and to regard silk, tea, rice, wheat, or minerals fit security 
for the bills of exchange, according to circumstances and under proper 
management. At the same time, it will be needless for me to say that the 
chances of loss and gain are inseparably connected with all business trans- 
actions, so that neither in the operations connected with the bills of ex- 
change according to the method hitherto in vogue, nor in undertaking the 
work of direct exportation under the Government's immediate supervision, 
has the Government been free from the inevitable contingencies of loss 
and gain which often belie expectations. Your Excellencies will kindly 
remember this, in connection with the scheme contained in the present 
memorandum. 

Accordingly the Government now introduced changes in 
the method of transacting foreign exchange hitherto in vogue, 
and on the 17th of February 1882 adopted the following new 
set of rules : — 

The JRuIes for Transacting Foreign Exchange. 

Art. I. With the object of drawing in specie to the Government 
Treasury, the Foreign Exchange Fund shall be deposited with 
the Specie Bank and the said Bank shall transact foreign ex- 
change in accordance with the following Rules. 
Art. II. The fund to be deposited as mentioned in the preceding 
Article shall be limited to four million yen in paper money, and 
be handed over to the Bank at the convenience of the Finance 
Department. This fund shall not be used for any other purpose, 
so that such portion of it as is not employed in transacting foreign 
exchange shall remain without interest. 

The amount of deposit as provided for in the preceding 
paragraph shall be kept up by replacing the amounts drawn 
upon as soon as the report is received that the payments have 
been made in foreign countries on the bills of exchange dis- 
counted, as provided for in Art. V. 
Art. III. The method of transacting the business of foreign exchange 
shall be in accordance with the following provisions : — 
1. The bill of exchange shall have entered on it the amount of 
paper money paid over at this end, the amount to be collected 
at the other end (in shillings and pence or in dollars and cents) 
and also the rate of exchange and the time of maturity. It 
shall have further entered on a corner of its face the rate of 
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'discount. The bill so prepared shall be made payable either 
to a resident Japanese consul or a payee appointed by the 
Finance Department, and be directly forwarded from the 
Specie Bank to such payee. 

2. The rate of discount on the bills sliall be not less than 4 per 
cent, per annum and not more than 6 jx^r cent. The rate of 
discount which shall vary with the difference in the term of matu- 
rity, as well as the rate of exchange between this country's paper 
money and the paper money of a foreign country, shall both 
be determined with the sanction of the Finance Minister, a 
specially prepared statement being presented to him in each case. 

3. In discounting the above mentioned bill of exchange the ex- 
amination shall be made of the goods to be exported (i. e. the 
objects of security) and their invoice, and when these goods are 
shipped, the bill of lading and the policy of insurance thereof 
sliall be examined, the said bill of lading and policy of insu- 
rance, being then miule transferable to the consignee to be named 
by the consigner and being further endorsed by the said consigner 
with an order that the same shall be delivered to the officer in 
charge of the branch office of the Specie Bank in a given foreign 
place ; and then a note containing the particulars, together with 
the bill of lading (under certain circumstances the policy of 
insurance also) shall as in the case of the bill of exchange be 
directly forwarded to the consul or some nominee of the Finance 
Department. 

4. In forwarding the bill of exchange, it shall be witnessed by 
the officer despatched by the Finance Department, whose seal 
of examination shall be stamped in the despatch book. 

As the business to be transacted by an officer despatched by 
the Finance Department shall be for the present entrusted to 
the President of the Specie Bank, when he has placed the 
seal of examination in the despatch book, he shall make 
a detailed report to the Finance Minister concerning the 
amount of the exchange transacted, the rate of exchange, 
the terms, the rate of discount, the bank's commission, etc. 

5. As for the steps to be taken on the arrival at their destination, 
of the bill of exchange and the goods on whose security the 
bill was discounted they shall be attended to by an officer 
despatched by the Bank, in accordance with the instructions to 
the resident Japanese consul as per separate official paper. 

Art. IV. The Specie Bank shall receive as its commission 2 per 
cent, of the amount of the discount while the remainder shall be 
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received into the Government Treasury. Tbti payment of the 
said commission to the Bank shall be made each month by 
estimating its amount on the bills that have been already for- 
warded^ the money to be thus paid over being taken out of the 
Foreign Exchange Fund. 

When an increase or decrease occurs in the amount of the 
discount as provided for in the note to Art. V, the commission 
provided for in the present Article shall also be increased 
or decreased accordingly. 
Art. V. The account for the foreign exchange transacted shall be 
settled on 'the day on which the bill is collected in a foreign 
country, i. e. when the money advanced is paid back to the con- 
sul or the payee nominated by the Finance Department. 

When payment is made before the maturity of tlie bill of 
exchange, the amount of the discount shall be rebated by the 
day, also when the payment is delayed beyond the date of 
maturity, the additional amount of the discount shall be 
charged by the day. 
Art. VI. When the bill of exchange is to be discounted the question 
of its advisability shall be decided at the meeting of the directors 
of the Bank. In the meeting the inquiry shall be made concern- 
ing the business standing of the applicant, as well as the condi- 
tion of the home and foreign markets, and the report concerning 
the decision arrived at shall be presented to the Department of 
Finance. 

Should there be a loss as a result of transacting the foreign 
exchange, the bank shall be held respousible and made 
liable to make it good. 
Art. VII. The amount of money advanced, in the form of discount- 
ing the bill of exchange, shall not exceed eiglity per cent, (eight 
tenths) of the total amount of the price of the goods, on the 
security of which the bill is discounted, and the expenses 
of exportation. In case, however, a rate below the above named 
is to be arranged owing to the nature of the goods, it shall be 
determined at the meeting of the Bank directors and the report 
concerning the decision presented to the Minister of Finance. 
Art. VIII. Should the consignee fail to pay the amount, on the 
receipt by the consul of the bill of exchange, the bill of lading, 
etc., the consul shall take the goods in custody, as well as the 
bill of lading, &c. ; and should the consignee fail to pay at the 
expiration of the date of maturity, the consul shall take steps to 
dispose of those goods. 
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Art. IX. The goods shall not he delivered over to the consignee 
except on the payment by him of the amount of money mentioned 
on the bill of exchange. But in case the consigner hfts deposited 
with the Specie Bank some special object of security, such part 
of the goods as may be judged equal in value to the said security, 
(the value of the latter liaving been previously determined) 
may be delivered over to the consignee even lx?fore he pays the 
amount mentioned on the bill of exchange. In that case the 
bank shall make a detailed report concerning the matter to the 
Finance Department, and at the same time acquaint the consul 
in the foreign country with the same particulars. 

As regards the s[xxjial security, its treatment shall be 

entrusted to the Spec^ie Bank by the Finance Department, and 

the Bank shall at a meeting of its directors determine the 

acceptability or otherwise of the said security ; and should it 

accept the said security, the Bank shall regard the same as a 

deposit made by the Department of Finance. 

Art. X. Tlie term of maturity of the foreign bill of exchange shall 

in no case be made longer than six months from the day the 

bill is discounted by the Specie Bank. 

Art. XI. It being the aim of this whole scheme to encourage the 

foreign trade of this country, the bill of exchange shall luider 

all possible circumstances be discounted for a Japanese merchant. 

When, however, for reasons of necessity it is to be discounted 

for a foreign merchant a representation shall be made to the 

Finance Department and the special permission secured. 

Art. XII. In order to carry out the transactions set forth in 

the preceding Articles, the Specie Bank shall appoint special 

officers to have charge of the work ; shall keep a special account 

book; shall despatch properly qualified officers in connection 

OTth this business to the important centres of trade in foreign 

countries; and moreover, shall keep the Finance Department 

and the consuls in foreign countries, acquainted with the names 

and copies of the seals of the chief manager and of officers 

sent abroad, as well as of other higher officers in charge of 

the business connected with the foreign exchange. 

Now since these new Rules have gone into operation, the 
Specie Bank has come to make at the time of their exportation, 
a more strict examination of the goods on whose security the 
bills are discounted, w^hile the consul at the place of their 







136 THE ADOPTION OF THE GOLD STANDARD IN JAPAiS". 



destination is entrusted with tlicir supervision, so that the 
goods are not to be delivered until after the payments are 
made for the bills of exchange. In addition the bills being 
made payable in foreign currency at the rate previously deter- 
mined in accordance with the rate of foreign exchange ruling 
on the day of discounting the bill, this arrangement led expor- 
ters to exercise thorough care in the choice of their goods, leav- 
ing no room for speculation on the fluctuations in the price 
of paj^er money, thus putting a complete stop to the evils of 
former days. To further encourage the utilization of the 
system of foreign exchange, it was decided in 1883 (16th year 
of Meiji) that thenceforward the term of maturity of the 
bill of exchange should be counted only from the day the 
goods (which were the objects of security) were shipped on board, 
the intervening time between this and the day the advance of 
money was made on the arrival of these goods at Yokohama 
being counted out, — a certain rate of interest by the day 
being charged for this intervening time ; that the rate of dis- 
count should be 4 per cent, per annum, (which used to be 5 to 
6 per cent, formerly) in the case of tea and silk ; and that an 
official of the Specie Bank should be despatched to regions 
where tea or silk are largely produced, in order to make adv- 
ances of money on the spot. Further, in 1884 the privilege 
of having the bills discounted was extended to foreigners also. 
All this tended to increase markedly the number of applicants 
for the discounting of the bills of exchange, a circumstance 
which resulted in the acquirement of a vast amount of specie 
in foreign countries; so that the amount thus accumulated, 
after being disbursed in payment for the principal and interest 
of foreign debts, for war vessels purchased, and for other 
various foreign expenses of the Government, still showed a 
considerable balance which was, after the month of September 
of 1884 (17th year of Meiji)y brought home either in the shape 
of silver bullion, when the state of market made this advisa- 
ble, or in drafts. In this way, the total amount of specie 
acquired through operations in foreign exchange between the 
21st day of October 1881 (14th year of Meiji), and the month 
of March 1890 (23rd year of Meiji), reached the sum of 
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60,247,152 y^;i 70 sen and 2rin, Something more was clone, 
however, in accumulating specie besides the transacting of 
foreign exchange. The Finance Minister (Count Matsukata) 
now i^roposed, as an important means of accomplishing the 
same purpose, that the Government should engage in the direct 
exportation of rice and kombu (sea-w^eed) and on two diflFerent 
dates, namely, 14th November 1882 (15th year of Meiji) 
and 13th February 1883 (IGth year of Meiji), he presented 
memorandums on this subject as follows : — 

On the Exjwrtcition of liice. 

Kicc being the greatest of our national products, the abundance or 
scarcity of its harvest and the fluctuation in its price naturally aftk^t to 
no small extent the financial condition of the country. As lor the 
occasion of a bad harvest, however, there being already in force the Law 
of Storing, I shall omit here a discussion on the subjwt. But. on the 
other hand, I consider it a matter of great urgency at this moment to 
provide a means of dLsjxTsing of surplus rice in a year of abundance. 
For, should there occur an extraordinar>' depreciation in the price of 
rice, its results would not only stop with making it difficult to raise, the 
revenues, but would also interfere with the development of agricultural 
enterprises, affecting thereby the general trade and connnerce of the 
country. For this reason it seems to me that the best means to prevent 
such a contingency would be to exi)ort rice to foreign countries. It so 
happens, however, that the work of this kind is beyond the capability of 
common business men ; the reason being that even when the best rice in 
the country is exported, there is always a fear of shrinkage from rotting 
and other causes. In addition, the long time involved in its transjwrta- 
tion over vast expanse of seas make the undertaking hardly ever paying 
in a private hand. If, however, the Government undertakes it, the 
apprehensions above entertained would Ijccome unnecessary. Besides, 
even when specie is scarce as it Ls to-day the Government is bound to 
provide specie all the same for the payment of unavoidable expenditures, 
such as those of the navy and army ; and when the stock of specie gets low, 
the Government will be led to resort to some device for its acquirement, 
the reaction of such a course being the depreciation of paper money, 
and perhaps a financial crisis. For these reasons, the proper coui'se for 
the Government to take now would be, it seems to me, to enlarge the list 
of export commodities and make every effort to absorb si)ecie. Now the 
exportation to foreign countries of the surplus rice in the country would. 
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on one hand, provide specie for the Government expenditure and on the 
other protect the income of the farmers. The plan is one which involves 
no disadvantage but benefit only, and may indeed be regarded as a device 
to kill two birds with one stone. Judging, however, from the past ex- 
perience, and the immediate outlook for the future, the scheme may appear 
to be doomed to failure. But a careful study will show that such is 
not the case. Suppose one hohu of rice is bought at eight yen in paper 
and sold for five (5) yen in specie. Should the silver one yen be worth 
one yen seventy sen of paper money, then the selling price would really 
amount to eight yen and fifty sen in paper, realizing a profit of fifty 
sen per hoku. Should, however, the silver one yen be worth one yen and 
fifty seuy then the transaction would involve a loss of fifty sen. Yet 
seeing that, notwithstanding such different results, the specie concerned 
remains the same i. e. five yen in each case, it does not need pointing out 
that, looked at from the stand point of the larger policy of the State, no 
judgment can readily be passed upon the profitableness or otherwise of 
the imdertaking on the strength of such a supposition. Moreover, as 
there seems to be a gradual increase in the demand for Japanese rice in 
Western markets, owing to the gradual recognition of its superior 
quality; and owing to a tendency to sell at a higher price compared 
with rice from other countries, it would doubtless add to its reputation 
and popularity if considerable quantities of it should be sent abroad every 
year. It is needless to say, that, in striving for far-reaching conse- 
quences, with future benefit in view, an immediate achievement with 
small returns should not be considered ; and as it is the urgent necessity 
of to-day to draw in specie, let what had hitherto formed the Reserve 
Fund be turned into a capital for making the yearly purchase of rice in 
suitable quantities according to the conditions of the crop and the market 
price, in order that the same may be exported abroad ; the work of keep- 
ing accounts for the undertaking and the method of its transaction, being 
entrusted to the Department of Finance. Speedy sanction of the subject 

of this memorandum is respectfully soliciteil. 

• 

On ihc ExportcUion of Kombu {Sea-weed), 

As provided for in the Regulations concerning the Reserve Fund, 
the main part of the Reserve Fund has for its primary object the 
acquiring of specie by exchanging it for paper money; while besides, 
incessant eflTorts are being made to gather in specie by means of opera- 
tions in foreign exchange. But there are circumstances which make it 
impossible for us to accomplish our purpose by these means alone. 
While such is the case, on the other hand the Government is bent on 
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pushing forward the policy of army and navy expansion, wliieh Avill 
necessarily increase the need of specie for making payments in foreign 
countries. All these circumstances conspire to create a greatly enlarged 
need for specie, so that the method hitherto relied upon for its absorp- 
tion is being found to be quite inadequate to meet this enlarged need. 

It is therefore hereby propose<l to accomplish the object of greatly 
accumulating specie i. e. gold, not only by buying gold with the paper 
money in the Reserve Fund proper, but by sending abroad for sale all 
the products of the land received by the Colonial Government of the 
Hokkaido as taxes, and other things that may find demand abroad, in 
order thereby to receive payment in gold. In carrying out the above 
mentioned programme, however, the condition of trade of the whole 
world has to be constantly studied and prompt action to be taken as 
opportunities may arise; for the question of loss or profit often depends 
upon the smallest division of time. For this reason if the ordinary steps 
were taken of submitting in each case for sanction the questions concerning 
the method, rules and the amounts of money involved, etc., the oppor- 
tunities would each time slip by before we could act upon it and all our 
plannings would end in failures. Under these circumstances, it is 
desirable that the whole conduct of determining upon the methods^ the 
amount of money, etc., in connection with such undertakings as are now 
proposed, be left solely to the discretion of the Finance Department. 
It is believed that this would help greatly the work of gathering in the 
specie and lead to achieving favourable results in the end. The speedy 
sanction of the present measure is therefore respectfully solicited. 

Both of the above measures were adopted in June, 1883 
(16th year of Meiji)^ and then the work of exporting rice and 
Kbmbu by employing the Reserve Fund was commenced. 
The grand total of rice thus exported by utilizing tlie Reserve 
Fund amounted to 1,162,437 koku * Gto 5sho and 5 go (valued 
at yen 6,730,799.64 in cost price), while that of Kbmbu footed 
up to 48,165 koku 3 to 8 r/o (valued at yen 303,247.501 in cost 
price). In selling rice in foreign countries, the British and 
American coins and Mexican dollars were accepted in payment ; 
while for Komhii Chinese Taeh were accepted. And these 
various earnings were brought home either in the form of 
draft or in gold and silver bullion. 



* A'oil-M =4.9629 busliels To ^ V,o of Kohi 

Sho = Vio of To Go = Vio of Sho 
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The grand total of the specie which was accumulated by the 
Government, through the various schemes and measures above 
mentioned, in the interval between October, 1881 (14th year 
of Meiji)j and March, 1890 (23rd year of Meiji), was yen 
283,765,652.412 ; the total disbursements out of this sum amoun- 
ted to yen 230,418,936.312, and the balance otyeji 53,346,716.10 
was applied to redeeming paper money. 

In transacting foreign exchange, by utilizing the Reserve 
Fund in the manner already described, the Government from 
the beginning used the Yokohama Specie Bank as its agent 
for this work. But that bank being, at the start, without 
experience and in consequence committing all sorts of blunders 
in its business management, came to sustain great loss of capi- 
tal by reason of vast sums of outstanding loans, so that by the 
end of 1881 (14th year of Meiji) it stood almost at the brink 
of bankruptcy. But the Minister of Finance at that time 
(Count Matsukata) came to its rescue by ordering its reorga- 
nization, the change of its officers and the amending of its 
By-Laws, thus effecting a through reform in its general 
management. And after thus reforming it, he made this Bank 
render the service of augmenting the amount of specie in 
the reserve fund. 

At the close of 1885 (18th year of Ileiji) the specie stored 
in the Government Treasury rose to the large sum of yen 
42,265,640.540, as already mentioned, and thus it became 
possible at last to resume specie payment for paper money. 

Herewith are adjoined Tables XXIV and XXV for refer- 
ence concerning the subject of the present section. 



TABLE XXIV. 

AMOUNTS ON HAND OF THE RESERVE FUND 
AT VARIOUS DATES. 



Dates 


Specie 




Paper Money 


Total 






yenl 


yen 


yen, 


1872 ( 6»^ year Meiji) May (^i dayj 


11,231,103879 


99,216383 


11,330,820 


212 


{b^ „ „ )Dec.( „ ) 


14,709,800 


504 


1,563,092!797 


16,272,898 


301 


1873 (6t«^ „ „ )Dec.( „ ) 


14,819,127 


191 


l,892,526j964 


16,711,654156 


1874 ( 7^ „ „ )Dec.( „ ) 


18,483,983 


794 


1,438,138,338 


19,922,122 


182 


1875 (8«« „ „ )June( „ ) 


19,999,508 


114 


4,416,748886 

1 


24,416,257 


000 
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Dates 



1876 ( O"* year 

1877 (10**» 
! 1878 (11«» 
i 1879 (12»^ 

1880 (13*^ 

! 1881 (14*^» 

I 1882 (16*^ 

I 1888 (16**' 

; 1884 (17*^ 

j 1886 (18* 

(18"» 

1S86 (19"» 

(19«» 

1887 (20«» 
(20*^ 

1888 (21« 
(21'» 

1889 (22°'» 

1890 (28"* 



»♦ 
It 

It 
»» 

It 

>) 
)» 



JTct/i) June (Jj«t ^^^yj 

) June 

) June 

}Dec. 

) June 

) June 

) June 

) June 

) June 

) June 

)Dec. 

) June 

)Dec. 

) June 

)Dcc. 

) June 

)Dec. 

) June 

)Dec. 

)Mar 



If 
»» 
11 
11 
11 
11 
11 
11 
11 
11 
11 
11 
11 
11 
11 
11 
11 
11 
»> 










































Specie 

19,025,560j778 ] 
15,382,200636 ! 
14,965,891,175 | 
13,988,833|886 | 
9,071,627017 
8,691,914491 
14,514,151385 
18,405,528571 
28,494,024890 
88,825,178,794 
42,205,640540 
82,983,049923 
25,865,864215 
26,185,725'l77 
19,790,888914 i 
16,454,112152 | 
8,150,822027 i 
11,148,334785 ', 
10,709,953 778 I 




Paper Money 

yen 

9,815,866020 

23,699,271423 

36,801,089963 

88,298,982684 

42,253,888 127 

47,101,584074 

40,772,704385 

85,006,482864 

18,492,108 510 

8,250,118311 

0,522,044 570 

12,672,328 426 

16,271,132035 

7,752,955062 

6,925,828 075 

5,502,509 830 

12,282,259055 

3,867,136 465 

8,075,420872 

Ol 



Totiil 

28,841,410 804 
89,031,588059 
51,266,981 138 
52,287,310 570 
51,825,515 144 
55,793,498 605 
55,280,855 770 
53,412,011 435 
40,980,192 906 
40,675,297 105 
48,787,085 110 
45,005,378 349 
42,130,990250 
83,888,080239 
20,710,211 989 
21,960,021 482 
20,433,081082 
15,010,471 250 
18,785,374.050 

o! 



Under the item ** Specie" in the present table are contained gold and silver 
coins and also bullion. The currency of this country beinjij in these years that of 
double standard, it should be noted that in the books of the Treasury, gold and silver 
yen were entered at par. Aji^in, in the books, were not entered differences between 
paper ye/i and gold or silver. Further, in the figures under the items of "Sjiecie'* 
are included the cash actually in the Treasury vaults, the amount deposited with 
the Bank of Japan and the Specie Bank, that left in the care of Japanese Con- 
sulates in foreign lands, that advanced on bills of exchange, and that temporarily 
accommodated to the General Account of the Government: while in the figures 
under the item of "Paper Money" are included notes and copper coins, loans, 
land title deeds, houses, rice, komhuy shares, public loan bonds, etc. The 
shares include those of the Oji paper mill, which the Government bought in 
consequence of the failure of Ono & Co.; and those of the Marine Insurance Com- 
pany; the Yokohama Specie Bank; the Bank of Japan; the Kyodo Unyu Kirai- 
sha; — all being concerns in which the Government had become a share holder as 
a means of encouraging private enterprises. The Government bonds consist of 
those which the Government principally bought up at tlie time of the issue of the 
Hereditary Pension Bonds, in order to keep up their price. Finally the Government 
bonds, shares, title deeds, houses and buildings, rice and komhu are all entered 
at purchase prices. 
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TABLE XXV. 

THE RECEIPTS AND DISBURSEMENTS OF SPECIE 

IN THE RESERVE FUND. 

Between 21st October ISSl and 31st March ISOO. 



From October 21st 1881 to December 81st 1885. 



Receipts 



I 



Disbursements 



Items 



Amount 

yen 



Items 



Cash on hand in specie on 
October 21st 1881 (14th 
year of Meiji) 8,674,173.882 

Foreign bills of exchange 
collected 18,424,895.245 

Drafts cashed at home 2,783,127.287 

Loans paid back 2,970,383.004 

Payments received from 
the sale of rice and 
kombu 1,887,437.371 

Specie received by ex- 
change 19,522,898.207 

Balance after settlement 
received into the Re- 
serve Fund from the 
General Account 74,879.840 

Minted coins received .. 19,523,882.866 

Payments received for 
advances on drafts 8,772,782.850 

Gold and silver bullion 
bought 22,834,408.802 

Payment received from i 

the sale of bullion 9,070.129 j 

I 

Miscellaneous receipts . . 558,947.324 j 
Total 106,085,386.328 I 



Amount 

yen 



Paid in drafts 14,583,773.947 

Specie paid out in ex- 
change 12,503,906.465 

Bullion transferred to 
the Mint 19,528,848.652 

Bullion sold 18,304.297 

Paid for gold and silver 
bullion purchased 10,737,461.184 

Miscellaneous disburse- 
ments 402,401.288 



Total 68,769,695.783 

(Balance on hand) . . 42,265,640.540 



From January 1st 1886 to March Slst 1890. 



^>m 



Receipts 



Items 



Amount 

yen 



Disbursements 



^•^ 



Paper Money Redemp- 
tion Fund . ' 1,015,284.160 

Foreign bills of exchange 
collected 28,024,896.060 

Drafts cashed at home.. 356,236.757 



Items 



Amount 

yen 



Bullion transferred to the 
Mint 54,980,705.140 

Specie paid out in ex- 
change 46,900,507.367 



Loans paid back ]'. 252i645!985 ! ^^|^ ^" ^"'^^^ 15,589,069.184 

Payments received from Paid for gold and silver 



the sale of rice and kombu 3,511,254.721 



bullion purchased 41,772,187.682 
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Receipts 



Disljursements 



^>« 



Items 

Specie received by ex- 
change 

Gold and silver bullion 
purchased 

Payments received from 
the sale of bullion 

Received in advance on 
rice sold 

Minted coins received .... 

Collected on bills of 
exchange 

Miscellaneous receipts . . 



Amount 

yen I 

I 
82,01o,4G5.938 , 

r)0,803,119.280 

I 

120,059.441 . 

i 
I 

245.750 I 

54,980,095.950 

I 
I 

0,482,749.830 
108,212.211 i 



Total 177,780,310.089 



Grand Total. . . . 283,705,052.412 



Items 



Amount 



iffii 



1,093,814.300 



Bullion soM 4,770,074.440 

Military appropriation.. 022,155.000 

AdN-ances on bills of 
exchange paid back . . 

Carried over to the Ge- 
nenil Account Loan 
Fund 

Miscellaneous disburse- 
ments 



387.000 
320,840.340 



Small Total .... 100,049,240.529 

Pajier money redeemed 43,846,710.100 

Carried over to the Spe- 
cial ConipiahiUii of the 
Paper Money Redemp- 
tion Fund 10,000,000.000 

Small Total .... 53,340,710.100 

Total 219,995,950.029 

(Deficit) 42,205,040.540 

Grand Total .... 283,705,052.412 



Notes : — 

By "Foreign bills of exchange collected'' is meant the amount of specie 
collected abroad on the bills of exchange discounted with paper money out of ilu* 
Reserve Fund, through the Yokohama Specie Bank, on the security of the merch- 
andise sliipped abroad. 

By " Drafts cashed at home " is meant the amount realized on drafts sent home 
by the Legations and Consulates abroad in j>ayment of the money received abroad, 
on account of the Reserve Fund. 

By ** Loans paid back " is meant the sura of specie received in payment of va- 
rious loans made out of the General Account, and refunded to the Reserve Fund. 

By " Payments received from the sale of rice and kombu *' is meant the sum of 
money received from the sale of rice and kombu ; the.«e articles being bouglit with 
paper money out of the Reserve Fund and then sold abroad. (Kombu was bought 
from the Hokkaido Colonial Government, where it was received as payment 
for taxes). 

By ** Specie received by exchange" is meant the sum of gold or silver coins 
gathered in, in exchange for the jmper or specie out of the Reserve Fund. 

By " Balance after the settlement, received into the Reserve Fund from the 
General Account" is meant the surplus of specie left over after balancing the 
General Account for tlie 13th, 14th and 15th fiscal years o^ Meiji (188(), 1881 ami 
1882). 

By " Minted coins receive<l " is meant that part of gold and silver bullion sent 
to the Mint which was received back after being minted into coins. 

By ** Payments received for advances on drafts " is meant tlie amount advanced 
out of the Reserve Fund held abroad, for making payments in drafts on account of 
the Government Departments, Offices, etc., and then received back in specie. 
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By ** Gold and silver bullion bought" is meant the amount of gold and silver 
bullion, purchased with paper or specie in the Reserve Fund. 

By " Payments received from the sale of bullion " is meant the amount of specie 
received from the sale of copper bullion in the Reserve Fund. 

By " Miscellaneous receipts " is meant the interest on various loans ; dividends 
on the shares of the Yokohama Specie Bank ; money realized from the renting of 
Government lands and houses ; interest on Government bonds ; profits accruing to 
bullion ; interests on deposits ; profits arising out of the exchange differences in the 
exchange of specie ; profits on Mexican dollars loaned ; profits from exporting rice, 
and profits from other miscellaneous sources. 

By ** Paper Money Redemption Fund " is meant the amount transferred from 
the General Account to the Reserve Fund as a fund for redeeming paper 
raonev. 

By "Paid in drafts" is meant the sum paid in drafts on foreign countries as 
payment for foreign debts, war vessels, etc., and on account of the Government De- 
partments, Offices, etc. 

By " Specie paid out in exchange " is meant the amount of gold or silver coins 
paid out for the General Account and Government Departments and Offices, in 
exchange for paper money or silver coins at the ruling rate of exchange when 
received. 

By ** Bullion transferred to the Mint " is meant the amount of gold and silver 
bullion belonging to the Reserve Fund, transferred to the Mint for minting into 
coins. 

By " Bullion sold " is meant tlie amount of gold and silver bullion sold to the 
Home Department for the purpose of building the Imperial Shrine, together with 
the old sample coins sold to the Exchequer Bureau of the Finance Department. 

By ** Miscellaneous disbursements" is meant losses arising from bullion, loans, 
and exported rice, and also telegraph and postal expenses, etc. 

By ** Military appropriations," is meant the sum appropriated to the General 
Account out of the Military Section of the Reserve Fund, to be devoted to 
military uses. 

By * 'Advances on bills of exchange paid back " is meant the amount paid back 
on the advances obtained from the General Account on bills of exchange. 

By "Carried over to the General Account Loan Fund" is meant a sum due 
out of the money deposited with the French Legation, for the 22nd fiscal year, which 
being not received in time for the closing of the national exchequer for the 22nd 
fiscal year, was carried over to the loan fund of the General Account. 

By " Paper money redeemed " is meant the amount disbursed in accordance 
with Ordinance No. XIV of June 1885 (18th year of Meiji), for the redemption of 
paper money. 

By " Carried over to the Special ComptabilitS of the Paper Money Redemption 
Fund " is meant the amount transferred to the special account as a fund for redeem- 
ing paper money, commencing with the 23rd fiscal year, in accordance with the Law 
No. XXIV, of the 23rd year o^ Meiji (1890). 

The foreign coins being not uniform in value, their calculation has been made 
in accordance with the ** Table of values of Coins " as given in a note to " The 
Coinage Regulations." (For instance 1 pound sterling being made equal to 4 yen 
88 sen 11 rin (gold) of our money). 
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CHAPTEB II. 

THE STATE OF AFFAIES WHICH ITECESSITATED THE 

COINAGE BEFOBM OF 1897. 

The adjustment of paper currency, accomplished in 1886, 
prepared the country to reap all the benefits of a scientific sys- 
tem of coinage. The rate of interest now gradually became low, 
the commercial and industrial enterprises began rapidly to 
expand, the volume of foreign trade of the country increased 
greatly ; in a word, there took place a marked improvement in 
the economic condition of the country. Yet on the other 
hand Japan now became a de facto silver standard country, and 
all the fluctuations of the price of silver in the world's market 
came to exercise an immediate influence on her economic and 
financial condition. 



SECTION I. 

The Depreciation of Silver and the Coinagre Reforms 

in Foreigrn Countries* 

Before 1873 (Gth year Meiji), the price of silver did not show 
great fluctuations, the ratio between gold and silver standing as a 
rule at 1 of gold to 15.5 of silver. About 1871, however, there 
began to appear causes which finally led to its sudden fall in re- 
cent years. The chief among these causes were two : the greatly 
increased annual output of silver since 1871, and the establish- 
ment of the German Empire. The Government of the united 
Germany immediately took up the scheme of unifying the 
coinage systems in vogue in the different portions of the Em- 
pire, by replacing with gold coins the silver currency in use. 
It issued, therefore, a new coinage law, stopped coining standard 
silver pieces, and in 1873 (Gth year of Meiji) put into effect the 
gold standard system. It soon began to sell large quantities of 
silver, which had the immediate effect of causing depreciation. 
The bimetallic countries of Europe now saw the danger of being 
turned into silver countries, so that they became constrained to 
adopt the lines of policy which had the tendency of making 
them gold standard countries. Now these lines of policy all 

10 
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aimed at the expulsion of silver and the absorption of gold. In 
1873 (6th 3^ear of Meiji), the United states of America adopted 
a gold standard, stopped coining silver dollars (except silver 
trade dollars), and limited the legal tender amount of the silver 
dollar to o dollars. France put a limit to the amount of silver de- 
posits received at its mints; and Sweden and Norway, too, adopt- 
ed a gold standard, discarding its standard silver coins, in 1874. 
The countries of the Latin Union also put a limit to the coining 
of standard silver coins, Holland stopping the free coinage of 
silver in 1875, and Switzerland deciding to cease entirely the 
minting of silver coins. In 1876 (9th year o{ 3feiji), France, 
Belgium, Spain and Russia followed these examples, and the 
United States of America took away the legal tender qualifica- 
tion of the silver trade dollar. These measures all assisted to 
bring about the sudden fall in the price of silver, so that in 1876 
the average rate for the year stood at 1 of gold to 17.88 of silver. 

At this stage, the countries which had in possession large 
stocks of silver, or which annually produced it in large quanti- 
ties, took measures intended to stop the fall of the price of silver. 
In 1878 (11th year of Meiji), the Government of the United 
States promulgated what is called the Bland Act, according to 
which the American Government was to buy silver, in order 
to coin it into money, hoping in this way to stop its deprecia- 
tion. In 1890, again, this Bland Act was replaced by the Sher- 
man Act, which authorized the Government to greatly increase 
the amount of its annual purchase of silver. These measures, 
however, did not have the least effect in checking the fall. The 
rate of gold and silver which was, on an average, 1 of gold to 
18 of silver in 1879, became 1 of gold to over 19 of silver in 
1885. After that year the fall became still more marked, so 
that while the average rate in 1891 was 1 of gold to 20.92 of 
silver, it became in 1892 1 of gold to 23.72 of silver, at last the 
fall reaching in 1893 the rate of 1 of gold to 26.49 of silver. 

Thus the prospects of silver became daily more gloomy. 
This led Austro-Hungary in 1892 to adopt a gold standard and 
the United States of America to repeal the Sherman Act in 1893. 
Russia, too, though it had allowed the free coinage of silver for 
a time, stopped it again in 1893. In 1894, Persia took the same 
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course, while India placed a tariff of 5 per cent, on all the im- 
ports of silver. In 1895 Chili, and in 1890 Costa Rica, both 
adopted a gold standard, Russia at the same time showing signs 
of taking the same course. And in 1894 the fall in the price 
of silver reached as low a rate as 1 of gold to 32.56 of silver 
(being the average rate for the year). 

In 1895 (28th year of Meiji)^ however, silver showed signs 
of appreciation : the average rate for that year being 1 of gold 
to 31.60 of silver, and the rate becoming, in 1896, 1 of gold to 
30.06 of silver. Yet this appreciation was merely temporary, 
owing to certain obvious causes, one of which was an errone- 
ous supposition that the Chinese Indemnity would be paid 
in silver, while the other w^as a widespread conjecture that the 
silver party would win in the presidential election of the United 
States. When, therefore, these suppositions were both proved 
to be unfounded, in 1897 (30th year of Meiji) silver again began 
to fall, reaching at the lowest point to 1 of gold to 39.70 (or 
more) of silver, making the average for the year 1 of gold to 34. 
34 of silver. 

For reference concerning the present section, Table XXVI 
is herewith adjoined. 





TABLE XXVI. 




OUT-PUT OF GOLD AND SILVER IN THE WORLD 


AND THEIR RELATIVE PRICES. 




Years 


Out-put of gold 
(in ouncoa"! 


Out.putof«ilvor ^^j^^^^j^ 
(.In ounces) 


Ratio l>ptwccn 

gold and silver (ratio 

bftdlvertolofgold) 






Jaiiiiarj' 


15.56 


1 


Fel>ruary 


15.00 






March 


15.51 








! April 


15.57 


1 i 


i ^Jay 


16.62 


1 = 

1 


June 


15.62 


1868 ( l'» Meiji) 


0,270,086 43,051,583 

1 


July 


15.60 






August 


15.05 


1 

1 


September 


15.07 




1 


October 


15.62 






November 


15.68 




t 


December 


15.61 








^ Average 


15.59 
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Y^ 


om.i«.tor»oW 


0BMB»Of«lVH 

<iaaacmi 


Month 

Jannarj 
February 


Ballntvl-Ma 








16.52 

15.10 

15.64 








April 
May 
Jnne 


15.57 

1C.07 
16.*!8 


1863 ( 2"'Jfri;i) 


6,27O,08G 


43,051,683 


July 

AugDSt 

September 
October 

November 
December 


I6.G5 

ic.i:t4 

15.00 
15.(M 
16.60 
16.52 








Average 


15X0 








Jnnuaiy 

Febniary 
March 


16.65 
15X0 
16.82 








April 
May 


15.00 
15.00 








June 


16.G0 


18T0 ( S-* „ ) 


i(,270.oee 


43,061,688 


Jaly 

Angusl 

October 
November 
December 
Average 


15.40 
16.69 
15.0* 

16.00 
15.57 
15.57 
15.67 








JaiiuBiy 
February 
March 


16.67 
15.57 
16.60 








April 
May 
Jnue 


15.00 
15.00 
16.59 


1871 (4" „ ) 


6,691,014 


08,817,014 


July 
August 

October 
November 

Average 


15.67 
16.54 
15.68 
15.00 
16.51 
15.58 
16.57 
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Yeam 


Out-put of Eold 
(inoanw) 


0Dl-pi»4ftflr«i 
41a WIDOW 


Month 


*3»« 








Janimrjr 

February 

Mureh 

April 

M.J 

June 


15.48 
16^ 

ie.6i 

16^7 
16.64 
15.70 


le72(6*Jfe(^ 


5^91,01* 


68,317,01* 


July 

August 

September 

October 

November 

Average 


16.08 
16.68 
15.02 

16.68 
16.86 
16.80 
15.63 








January 


16.76 








February 


16.76 








March 


15.77 








April 


15.78 








May 


15.82 








June 


16.87 


1873 (0" „ ) 


4,053,675 


«8^T,18T 


July 
August 

October 

November 

Average 


1636 

is.oa 

16.99 
16.05 
16.25 
16.25 
16.92 








January 


10.05 








February 


10.06 








March 


lOJX) 








April 


15.05 








May 


16.06 








June 


10.05 


1874 ( 7'» „ ) 


4,390,081 


55,300,781 


July 

August 

September 

Ooiobcr 

November 

Average 


16.15 
16.25 
16.84 
16.88 

10.26 
16.40 
16.17 
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Yeun 


on-put of fold 

(IDOOBH) 


(tnciUIDM) 


Month 

Janoarr 
February 
March 


Ditto l>ol-nn 






15.62 
16.49 
15.G4 








III 


15.57 
15.67 
15.GS 


1869 ( Z'^Mdjii 


e,270,(}8C 


43,051,583 


Jalj 
Angoal 
September 
October 
November 
December 
Average 


15.66 
1S.G4 
I5.G0 
15.110 
15.il0 
16.62 
15.60 








Jiinunry 
February 
March 


16.65 
16X0 
15.62 








April 
Hay 


15.60 
15.60 
15.00 


1870 { S" „ } 


B,27O,0eii 


43,051^88 


July 

AngiiBt 
September 
October 
November 
December 
Average 


15.40 
15.60 
15.64 
16.00 
16.57 
15.57 
16.67 








Jannaty 
Febniarj 
March 


16.67 
15.67 
16.60 








April 
May 

Jane 


15.66 

15.06 
16.59 


1871 ( 4'» „ ) 


6,&01,014 


68^17,014 


Jdj 
Aogust 
September 
October 
November 
December 
Average 


15.57 
15.64 
15.58 
16.C0 
15.61 
I6.6« 
16.67 
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Years 


Oat-pnloTiald 
(inotum) 


Ool-patofMlnr 
(InoODcW 


Month 


fiSSw 








January 


15.48 








February 


ie.46 








March 


15.61 








April 


16.67 








May 


15.64 








June 


15.70 


1872 ( 6»Jfe(j») 


S,591,014 


68^17,014 


Jul}- 
August 
September 
October 
November 
December 
Average 


15.6S 
1G.68 
15.62 
15.68 
16.86 
16.80 
16.68 








Janniiry 


16.78 








February 


15.78 








March 


16.77 








April 


16.78 








Ma, 


16^ 








June 


15.87 


IB73 ( eo „ ) 


4,e53,e76 


68,267,187 


Joly 
August 

October 
November 
December 
Average 


16.86 
15.99 
16.99 
16.05 
18.26 
16.25 
16,92 








January 

February 

March 

April 

Muy 

Juiii- 


16.05 
16.06 
18.00 
15.95 

16.06 
16.06 


1874 (7« „ ) 


4,800,081 


55,300,781 


July 

August 

September 

November 

December 

Average 


16.15 
10.26 
16.84 
16.88 
16.25 
16.40 
16.17 
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Yeufl 


ODl-pDtDfRlll4 


Ont-lnrtoftfver 


Month 






(inOOBCM) 


OnoiiiiaO 


JauDBty 


araunruiiordiia} 








15^2 








Febniary 


15.49 








March 


16.54 








April 


15.57 








Mny 


I5.CT 








June 


16.G8 


1860 ( 2"'Xeiji) 


0,270,080 


43,051,683 


July 

Angont 

September 

October 

November 

Average 


16.C5 
IB.iM 
15.C0 
16.110 
15.R0 
16.62 
15.60 








January 


15.53 








February 


15.60 








March 


15.62 








April 


15.60 








May 


15.60 








Juue 


15.00 


1870 (8-^ „ ) 


((,270,086 


43,051,68s 


July 

August 

October 
November 
December 
Average 


15.40 
16.69 

1C.64 
15.60 
16.57 
15.57 

16.67 








January 


15.57 








Febroary 


16.57 








March 


15.60 








April 


15.60 








May 


15.66 








Juuc 


15.59 


1871(4"' „ ) 


5,681,011 


68,817,014 


July 

September 
October 

December 
Average 


15.57 
16.64 
15.58 
15.60 
15.51 
16.58 
16.57 
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Yean 


Ool-pWo/ioW 


0»l-(rat4rf<lr« 


Month 


•^SSiTfc" 








February 
March 


15.48 
16.46 
15J>1 








April 
May 

Jutif 


1G.67 
16.64 

16.70 


1872 { 6"Jlfeyi) 


6,Gei,014 


08,517,014 


July 
August 
September 
October 

December 
Average 


16.68 
16.68 
16.62 
15.68 
1536 
1630 
16.68 








January 
February 
March 


15.76 
16.76 
16.77 








April 
May 

Jane 


16.78 
15.82 
15.87 


1873 {0'' „ ) 


4,6&3,Q76 


68^7,187 


Jdy 

AugUBl 

September 
October 
November 
December 
Average 


1630 
16.98 
15.09 
16.06 
16.25 
16.25 
16.92 








Jannary 
February 
March 


16.06 

16.06 
16.00 








April 
May 

June 


15.96 
10.06 
16.06 


187i ( T* „ ) 


4,390,081 


56,300,781 


July 
August 
September 
October 
Nove„.ber 
December 
Average 


16.16 
16.25 
1H.84 
16.83 
16.25 
16.40 
16.17 
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Years 


Out- put of gold 
(in ounces) 


Out-put of lilver 
(in ounces) 


Month 

1 


Ratio between 

gold and sUver (ratio 

of silver to 1 of gold) 








January 

February 

March 

April 

May 

June 


16.88 
16.41 
16.18 
16.47 
16.67 
16.77 


1875 ( 8^ Mdji) 


4,716,668 


62,261,719 


July 

August 

September 

October 

November 

December 


16.90 
16.74 
16.77 
16.54 
16.60 
16.72 




.___ - 




Average 


16.69 






January 


16.99 








February 


17.48 








March 


17.60 








April 


17.64 








May 


17.79 








June 


18.49 


1876 ( 9*^ „ ) 


6,016,488 


67,768,126 


July 
1 August 
September 
October 
November 
December 


19.19 
18.13 
18.14 
17.85 
17.26 
17.58 








Average 


17.88 








January 

February 

March 

April 

May 

June 


16.38 
16.68 
17.24 
17.86 
17.42 
17.64 


1877 (10«» „ ) 


6,612,196 


62,679,916 


July 

August 

September 

October 

November 

December 


17.40 
17.42 
17.22 
17.10 
17.30 
17.46 








' 1 Average 


17.22 
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1 
Y^^ Out-put of gold 


Out-put of silver 
(in ouDces) 


j Month 


Ratio betwcon 

gold andMlver (ratio 

of silver to 1 of gold) 






January 


17.64 








Februarv 

•- 


17.27 








March 

1 


17.28 








April 


17.44 








May 


17.60 




1 




June 


17.80 


1878 (11«» Meiji) 5,761,114 


78,386,451 


July 


17.94 








August 


17.98 








September 


18.20 








October 


18.66 






November 


18.65 








December 


18.82 








Average 


17.94 


1 




• 


1 

January 

February 

March 


18.84 
18.90 
19.02 


i 




April 


18.92 


1 

, 




May 


18.63 


1 




June 


18.04 


1879(12»J» „ ) 


6,262,174 

1 


74,888,495 


July 
August 
September 
October 
1 November 
December 


18.26 
18.28 
18.28 
18.02 
17.66 
17.94 




1 


Average 

1 


18.40 



1880(18* „ ) 



6,148,880 74,795,278 



January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 
Average 



17.96 
18.02 
18.11 
18.18 
18.11 
17.96 
17.90 
18.06 
18.02 
18.06 
18.21 
18.20 
18.05 
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Y«m 


Onl-pnlDrfoW 
(tnoaKiH) 


Ont-pDtofillTCr 


Month 


MSMSf 








Janaary 


18.40 








February 


18.20 








March 


18.06 








April 


18.11 








May 


18.24 








June 


18.37 


1881 (WMtiji) 


4,983,7*2 


79,020,872 


July 
Angiut 
September 
October 
November 
December 
Average 


18.36 
18.31 
18.22 
18.17 
18.81 
18.17 
18.16 








JauDary 


18.13 








February 


18.12 








March 


18.16 








April 


18.11 








M»y 


17.09 








June 


18.13 


1882(15* „ ) 


4,984,088 


86,472,091 


July 
Augnat 
September 
October 
November 
December 
Average 


18.20 
18.18 
18.17 
18.22 
1B.86 
18.87 
18.19 








January 


18.76 








February 


18.65 








Much 


18.49 








April 


18.66 








May 


18,70 








June 


18.76 


1688(16" „ ) 


4^14,588 


89,176,028 


July 

August . 

October 
November 
December 
Average 


18.76 
18.66 
16.58 
18.64 
18.59 
18.64 
18.64 
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Years 


1 1 

Out-put of gold 1 Out-put of silver 

(In ounoes) i (In ounces) 


Month 
January 


Batio between 

: gold and silver (ratio 

of silver to 1 of gold) 


~ 




18.68 








February 


18.44 








March 


18.51 








April 


18.57 




1 


May 


18.64 




I 


June 


18.56 


1884 (17*»» ^feiji) 


4,921,169 


81,567,801- 


July 

August 

September 
1 October 
, November 

December 

1 


18.56 
18.67 
18.58 
18.59 
18.86 
18.99 








Average 


18.67 






1 

January 


18.99 








February 


19.18 








March 


19.22 








; April 


19.18 








May 


19.15 








June 


19.18 


1886 (18«» „ ) 


5,246,672 


91,609,969 


July 
! August 

September 

October 
1 November 

December 
Average 


19.17 
19.31 
19.80 
19.88 
19.88 
20.01 
19.41 


• 






' January 
February 
March 
April 
May 


20.17 
20.19 
20.16 
20.88 
20.76 




1 


June 


21.03 


1886 (19"» „ ) 


5,135,679 93,297,290' 

1 


July 


21.49 




1 
1 


August 


22.28 








September 


21.60 








October 


20.91 








November 


20.28 








December 


20.66 








Average 


20.78 
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Yean 


Oul-pototiuM 


OM-patafsUTcr 


Montb 










Februnry 
March 
April 
May 

June 


20.13 
20.21 
20.75 
21.41 
21.63 
21.44 


1887 (20* Jfe&O 


6,116^61 


90,123,686 


July 
August 
September 
October 
November 
December 
Average 


2I.3S 
21.1S 
21.12 
21.86 
21.51 
21.26 
21.18 








Januaiy 

FebruMy 

March 

April 

May 

June 


21.24 
21.41 

21.78 
22.10 
22.42 
22.43 


1888(21" „ ) 


6,830.775 


108,827,806 


July 
August 
Septamber 
October 
November 
December 
Average 


22.89 
22.44 

21.84 
2138 
21.85 
22.18 
21.9fi 








January 


22.16 








Februarj- 


22.13 








March 


22.17 








April 


22.35 








May 


22^6 








June 


22.43 


1888 (22»* „ ) 


5,973,7fl0 


120,213,611 


July 
August 
September 
October 
November 
December 
Average 


22.30 
22.26 
22.17 
21.90 
21.46 
21.44 
22.10 
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Years 


Out-put of gold 
(in ounces) | 


Out-put of silrer 
(In ounoefl) 


! Month 


Ratio between 

gold and silver (ratio 

of ^ver to 1 of gold) 








January 

February 

March 

April 

May 

June 


21.19 
21.41 
21.47 
21.89 
20.07 
19.76 


1890 i^Z^M'eiji) 


6,749,306 


126,095,062 


Jul^ 

August 

September 

October 

November 

December 


19.16 
17.89 
17.74 
18.97 
19.93 
19.69 








Average 


19.76 








January 

February 

March 

April 

May 

June 


19.67 
20.70 
20.98 
21.17 
21.20 
20.97 


1891 (24"» „ ) 


6,320,194 


187,170,919 


Jnly 


20.49 








August 

September 

October 

November 

December 


20.90 
20.96 
21.16 
21.68 
21.54 








Average 


20.92 








January 

February 

March 

April 

May 

Jun^ 


22.01 
22.74 
28.52 
28.87 
28.58 
23.24 


1892(25^ „ ) 


7,094,266 


158,161,762 


July 
August 
September 
■ October 
November 
December 


28.79 
24.62 
24.71 
24.21 
24.19 
24.59 








1 Average 

1 


28.72 
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Years 


Oui-pntofeoiii 

<ln mntwl 


Dnl-mtaftflTcr 

(InooMM) 


Month 

February 
March 


«Sw 








20.13 
20.21 

20.75 








April 
May 
J.me 


21.44 
21.63 
21.44 


1887 (M^ifeyO 


5,U6,afll 


96,123,586 


July 
August 
September 
October 

December 
Average 


21.38 
21.15 
21.12 
21.86 
21.51 
21.25 
21.13 








February 

March 

April 

May 

June 


21.24 
21.41 
21.78 
22.10 
22.42 
22.48 


1888 {21" „ ) 


5,330.775 


108,827,600 


July 
Augnst 
September 
October 

December 
Average 


22.89 
22.44 
21.84 
21.88 
21.86 
22.18 
21.99 








Januuy 
February 

March 


22.16 
22.18 
22.17 








April 
May 
June 


22^5 
22.30 

22.43 


1888(22^ „ ) 


6,973,790 


120,218,011 


July 
August 
September 
October 
November 
December 
Average 


22.36 
22.26 
22.17 
21.90 
21.46 
21.44 
22.10 
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Years 


Out-pat of gold Out^put of BUrer 
On onoces) | (In onnoefi) 


Month 

t 


Ratio iMftween 

gold luid silrer (ratio 

ofsUvertolofgold) 








January 

February 

March 

April 

May 

June 


21.19 
21.41 
21.47 
21.89 
20.07 
19.75 


1890 (2Z^Meiji) 


6,749,306 


126,095,062' 


Jul^ 
August 
September 
October 
1 November 
December 


19.16 
17.89 
17.74 
18.97 
19.98 
19.69 


1 






Average 


19.76 








January 
February 


19.67 
20.70 




1 


March 


20.98 








1 

April 


21.17 








May 


21.20 








June 


20.97 


1891(24»»» „ ) 


6,320,194 


187,170,919 


July 


20.49 




# 




August 
September 
! October 
November 
December 


20.90 
20.95 
21.16 
21.68 
21.64 




1 \ 


^ Average 


20.92 




! 

» 


' January 


22.01 




• 
1 
1 


February 


22.74 




1 


March 


28.62 






April 


28^7 




1 


3Iay 


28J68 




1 


Junf 


23.24 


1892(25^ „ ) 


Zfl94fiM 168,161,762 


July 


28.79 






AuguM 


24>52 




• 


9i4:\,U:m\>fiT 


: 24wl 






Oct//»i^r 


24.21 






Noverof^r 


24,19 






D'3C^ml/*rr 


24.JW 






{ 


^ Av«irfair*r 


23.72 
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Yean 


Ool-pulofloM 


Out-put of HlTir 


Montb 


Biitloh«»»en 








JaDUBry 
Febrnnry 
March 


24,60 
24.4G 
24.74 








April 
May 
June 


24.79 
24.77 
25.29 


1898 (M* JfeyVl 


7,618^U 


166,472,621 


July 

August 
September 
October 
November 
December 
Aveinge 


28.52 
27.78 
27.63 
28.05 
29.26 
29.45 
2G.47 








Januuy 
FebrDBiy 
March 


sosn 

82.82 
34.56 








April 

June 


82.74 
82.85 
32J7 


1804 (27* „ ) 


8,704,862 


1114,610,394 


July 
August 
September 
October 
November 
December 
Average 


32.79 
82.00 
81.89 
32.29 
32.48 
88.85 
82.56 








January 
February 

Marcli 


84.34 
34.19 
33.10 








April 
May 


30.82 
80.72 

30.78 


1895 (28* „ ) 


C,G41,SS7 


167,288,729 


July 

AtlRIMt 

October 
November 
December 
Average 


80.97 
30.87 
30.92 
30.40 

eoja 

81.02 
81.61 
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Years 


Ont-putof gold 
(in ounces) 


Out-put of BilTer 
(in ounces) 


Month 


Ratio between 

gold and silver (ratio 

of silrer to 1 of gold) 






January 


80.76 








February 


80.41 








March 


80.05 








April 


80.86 








May 


80.84 








June 


30.02 


1896 (29"' iWciyO 


9,817,991 


165,100,887 


July 
I August 
j September 
; October 


29.99 
30.46 
31.08 
81.39 






• 


November 
December 


81.61 
31.62 








1 

Average 


80.06 








January 

February 

March 

April 

May 

June 


81.72 
31.73 
32.65 
33.28 
83.95 
84.19 


1897(80*»» „ ) 


11,489,291 


188,096,090 


July 

August 

September 

October 

November 

December 


34.67 
87.63 
86.78 
35.48 
86.16 
86.19 








Average 


84.34 



Notes : — 

1. The figures showing the out-put of gold and silver are taken from the Re- 
port of the United States* Mint for 1897. 

Of the relative prices of gold and silver, the figures for 1868 to 1878 inclu- 
sive are based on the report of Picksley, Abel & Co., while those for 1874 and on 
are taken from the Report of the United States' Mint. 

The yearly averages of the ratio between gold and silver are taken from 
the Report of the United States' Mint, and do not necessarily agree with 
averages of the monthly figures given in the Table. 



2. 



8. 
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SECTION II. 

Circumstances which called for the coinagre reform of Japan, 

and the results of the investigrations conducted by 

the Coinagre Investigration commission. 

As was narrated in the preceding section, the depreciation 
of the price of silver daily grew greater and there seemed to 
be no end to sudden fluctuations. In consequence, foreign 
countries were led one by one to adopt a gold standard. Under 
these circumstances Japan, as a de facto silver standard country 
(since the establishment of the convertible paper money system 
in 1886), could not but suffer from this depreciation. The 
constant fluctuations in the rate of exchange took away from 
foreign trade an unchanging standard of value and prevented it 
from making normal and healthy growth. As a result, the 
price of commodities rose rapidly, the spirit of speculation 
became rampant, and finally the State expenditures began to 
increase on account of this depreciation ; in a word, there took 
place a general derangement of the national economy. It was 
now feared that the further maintenance of a silver standard 
would be against the far-reaching interest of the country. The 
Finance Minister of the time, Mr. Watanabe Kunitake (now 
Viscount), presented a memorandum on the 11th of September, 
1893, advocating the necessity of conducting investigations in 
regard to the monetary policy of the country, advising for that 
purpose the appointment of a commission. The following is 
the text of the memorandum : — 

The recent fluctuations in the ratio between gold and silver have exerted 
an extraordinary influence on the economic affairs of the world, and the 
governments of all countries have been led to pay the greatest attention 
to the method of averting further calamities from the same source. 
In July of last year, the Austrian Government adopted a gold standard 
in place of the silver standard system, while the International Monetary 
Congress which was to meet in Brussels with the avowed object of dis- 
cussing measures for the maintenance of the price of silver has not been 
convened. These things have tended to assist the rapid depreciation of 
silver. In addition to these, the Indian Government suddenly stopped the 
free coinage of silver, and the American Government seems to be strong- 
ly inclined to repeal the Sherman Act — in fact the bill for that object 
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is now under dLscuiitiion in tlie United States Congress. It is thus in- 
evitable that the depreeiation of silver will yet continue to increase. 
For these reasons the ratio between gold and silver is in constant 
fluctuation, in some cases bringing international trade almost to a stand- 
still. It is but natural therefore that silver-using countries of the 
world sliould, with a view to the protection of their national interest, take 
ste|)S to conduct investigations c*oncerning the (question of coinage. Some 
countries liave already pnt into effect the results of such investigations. 

The coinage system of our country was a gold standard according to 
the New Coinage Regulations of the 4th year oi Meiji (1871). However, 
when in 1878 the l-yea silver coin which had been coined for circulation 
within the limits of the treaty ports only was made legal tender through- 
out the country, by Imperial Ordinance No. XII of the 11th year 
Melji, there came into vogue the double standard system of gold and 
silver. But this has further lx»en changed and we are living now under 
a de facto silver standard system. For this reason these fluctuations in the 
price of silver exert an immense influence on the economy and finance 
of the country. Moreover, since the Indian Government has recently un- 
dertaken to reform its coinage the i)eople of all classes of our country have 
become excited with the liveliest anxiety as to the probable future of silver 
coinage; discussions on the subjects are rife all over the country, and 
business men are in fear and trembling not knowing what course to take. 
For these reasons, it seems to me to be a most proper course to take for the 
Government to appoint a commission composed of men experienced and 
learned in economic matters; to instruct that commission to conduct 
investigations as to the causes and effects of recent fluctuations in the 
ratio between gold and silver, esjxicially their effects on the pii§t, present 
and future of our national economy ; to make inquiries on the question 
whether there be need of reforming the coinage system of the country ; 
if so what system to clioose, and what means to adopt toward effecting 
that reform. I look forward to the time when the researches of such 
a commission will be completed, with liopes that the Government will 
then be able to pacify the present anxieties of the nation at large, as 
well as to fix upon a line of monetary policy to pursue at this important 
juncture. I adjoin herewith the draft of the Imperial Ordinance res- 
pecting the appointment of the commission and of the estimate of the 
expenses connected with that c<)minLssion. These are now resixjctfuUy 
submitted for the consideration of the Cabinet. 

The scheme embodied in the preceding memorandum was 
adopted by the Government, and the Regulations concerning 
the Coinage Investigation Commission were promulgated by 
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Imperial Ordinance No. CXIII on the 14th of October 1893, 
(26th year of Meiji) . 

Imperial Ordinance No. CXIII of the l^th day of October ^ 26(h 

year of Meiji {1898). 



Regxdaiions concerning the Coinage Investigation Commission. 

Art. I. The Coinage Investigation Commission shall be under the 
control of the Minister of Finance, and shall discuss and in- 
vestigate on the following subjects : — 

1. The causes of recent fluctuations in the price of silver and 
their general effect. 

2. The effects of these fluctuations on the economic condition 
of our country. 

3. In view of these fluctuations, whether there be a need of 
making changes in the coinage system of the country, and if 
so, what system ought to be newly introduced and what means 
adopted for effecting that change. 

Art. II. The Coinage Investigation Commission shall consist of the 
following members: — 

1. One chairman. 

2. One vice-chairman. 

3. Twenty ordinary members. 

Art. III. The chairman, vice-chairman and ordinary members of 
the Commission shall be appointed from the administrative 
officials of the higher class, the professors of the Imperial 
University, the members of the Imperial Diet, and the men 
noted for their experience and learning in monetary matters. 
These appointments shall be made by the Cabinet on the re- 
commendation of the Minister of Finance. 

Art. IV. The rules concerning the method of deliberation and 
business of the Commission shall be determined by the Minister 
of Finance. 

Art. V. The chairman shall regulate the deliberations of the Com- 
mission and make report of its resolutions to the Minister of 
Finance. 

When the chairman is unable to attend, the vice-chairman 
shall take his place. 

Art. VI. There shall be a secretary of the Commission who shall 
be appointed from the high class officials of the Finance De- 
partment. 
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The secretary shall regulate the business of tlie comniis^ioii, 
under the direction of the chairman. 
Art. VII. There shall be clerks of the ComniLssion, whose duties 
shall be to take minutes of tlie meetings, and otherwise attend 
to the business matters of the Commission, under the direction 
of the chairman and secretary. 
Art. VIII. The chairman, vice-chairman and secretary shall re- 
ceive as remuneration not more than three hundred t/en 
annually. 

t 

According to these Regulations the Commission was ap- 
pointed, and the first thing they did w^as to choose a sub-com- 
mittee to make preliminary researches; the result of which 
being reported to the Commission, the latter held several 
meetings in which long and exhaustive discussions took place. 
Finally in July, 1896, the Commission presented the report of 
its resolution to the Minister of Finance. The main points in 
that report are as follows : — 

(1) The resolution respecting Item No. 1 of Art. I of Imperial Or- 
dinance (No. CXIII of the 26th year of Meiji), 

On this subject the Commission accepted the result of the researches 
conducted by the sub-committee, and after further investigations con- 
cerning the recent fluctuations in the ratio between gold and silver, as 
well as concerning the relative value of gold and silver as against com- 
modities^ gave the following nine points as the causes of recent fluctua- 
tioas:— - 

a. Increase in the output of silver, 

6. Reduction in the expense of producing silver. 

c. The fact that there has been less demand for silver for coinage 

in proportion to its increased output. 
(1, Decrease of the demand for silver for works of art. 
e. The fact that the amount of silver in existence which is directly 
influenced by the laws of supply and demand is comparatively 
small, while the yearly supply of silver is comparatively large. 
/. The fact that the rate of increase in the output of gold is less 

than the rate of increase in the output of silver. 
g. Increased demand for gold for coinage. 
A. Increased demand for gold for works of art. 
t. Increase of the tendency to hoard gold. 
In regard to the general effect of the recent fluctuations, the following 
resolutions were taken : first, as to their effect in silver countries ; second, 

11 
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Main outline of the opinions :~ 

I. That there is need of making changes in the present coinage 
system. 

1. Its reasons: — 

A. The advantages that may accrue to the country from the recent 
fluctuations in the ratio between gold and silver being limited in 
time and sphere, we must not be misled by the thought of these 
advantages but look beyond to the permanent and general good 
of the nation at large, and adopt a coinage system which shall be 
in harmony with the coinage systems of the countries in closest 
relation to our own. 

B. That there are certain benefits which accrue to the country 
from the fluctuations in the ratio between gold and silver, we will- 
ingly grant. But on the other hand, we need to adopt a system of 
coinage which, while according with the traditions of the country, 
shall also be able to meet the need of these times in view of the 
changed condition of things abroad, i. e. to keep this country in 
accord with the economical progress made abroad and with the 
changes effected in the coinage systems of foreign lands. 

C. We grant the greatness of the benefits which the country is 
enjoying from the recent fluctuations in the ratio between gold 
and silver. Yet there is a tendency abroad to bring about a 
reaction in the contrary direction. It will be needful, therefore, 
for Japan to adopt a coinage system which shall be able to meet 
the effects of such a reaction. 

D. While we grant that the benefits to the country from the recent 
fluctuations in the ratio between gold and silver are comparatively 
large, yet on the other hand these fluctuations have had the effect 
of greatly raising the price of commodities and bringing about the 
present economic derangement. For this reason it will be neces- 
sary to adopt a coinage system which shall be free from these 
fluctuations, 

2. In regard to the kind of new standard to be adopted : — 

A. The gold standard. 

a. The unlimited circulation of silver coinage not to be permitted. 

b. The one-yen silver coin now in circulation to be permitted to 
circulate without limit, at a certain fixed rate of exchange but 
its free coinage to be stopped. 

B. The bi-metallic standard. 

a. Tlie alliance of the leading nations of the world needed 

for the purpose. 
6. The alliance of the leading nations not needed. 
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C. As to the mode of effecting these changes, 
a. To begin making preparations at once with a view of realiz- 
ing the scheme, 
ft. To stop for the present with making preparations only, 
e. To wait for some future opportune moment. 
II. That there is no necessity of making changes in the present 
coinage system of the country. (Report of the minority). 

The various opinions advanced in support of this proposition are : — 

A. The advantages to the country of the effect of fluctuations in 
the ratio between gold and silver are great. It will be to the 
country's benefit to maintain the present system in the future. 

B. Since the advantages accruing to the country from these fluctua- 
tions are great, it will be the best policy for the country to wait 
without making changes till the formation of an international bi- 
metallic union and then to join that union. 

C. We grant the advantages the country is deriving from these 
fluctuations, but as to the future line of policy which the country 
ought to pursue in regard to its coinage system, we hesitate to 
express any opinion. 

In making the above resolutions, eight members voted for 
the resolution advocating the need of making changes, while 
seven voted for maintaining the present system unchanged. 
Among those who advocated the necessity of making changes, 
six advocated the adoption of a gold standard while two advo- 
cated a bi-metallic system. 

Thus the majority of the commission were of opinion 
that there was a necessity of making changes in the present 
coinage system of the country, and the majority again of those 
who advocated the need of making changes were in favour of 
adopting a gold standard. It was thus clearly shown that 
the coinage teform and the adoption of a gold standard was the 
pressing necessity of the time. Yet the diflSculty of creating 
at once the large gold reserve necessary in order to eflfect this 
reform kept the Government from taking steps forward in 
that direction, until the Chinese indemnity enabled the Govern- 
ment to plan for creating this necessary gold reserve. 
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CHAPTER III. 



THE CHINESE INDEMNITY AND THE CREATION OF 

THE OOLD EESEEVE. 

The payment of the Chinese indemnity was to take place 
according to the provisions of the Treaty of Peace signed at 
Shimonoseki on the 17th day of April, 1895, and of another 
Treaty concerning the retrocession of the Liao-tung Peninsula 
signed on the 8th day of November of the same year. The 
articles in these treaties which bear on this subject are as 
follows : — 

Extracts from tlic Treaty of Peace signed at Shimonoseki, 

Art. IV. China promises to pay as indemnity for war expenses two 
hundred millions of Kxiping taels to Japan. The said amount 
shall be paid in eight instalments, the first and second instal- 
ments to be of fifty million taels each. The first instalment 
shall be paid within six month aft«r the ratification of this 
treaty, and the second instalment within twelve months after 
the ratification of this treaty. The rest of the indemnity shall 
be paid in six instalments, of which the first instalment shall 
be paid within two years aft«r the ratification of this treaty; 
the second within three years aft^r the ratification of this treaty; 
the third within four years aft^r the ratification of this treaty ; 
the fourth within five years after the ratification of this treaty; 
the fifth within six years after the ratification of this treaty; 
and the sixth within seven years aft«r the ratification of this 
treaty. After the payment of the first instalment, the interest 
of five per cent, per annum shall be paid for the remaining 
amount of the indemnity. China may pay off at any time the 
entire amount of the indemnity or any part of the same before 
the dates agreed upon. If the payment of the entire indemnity 
is completed within three years after the ratification of this 
treaty, China shall be freed entirely from obligation to pay 
interest. If before such a time the interest for two vears and 
half or for less than that period has been paid, the amount of 
the interest thus paid shall be counted as so much of the prin- 
cipal paid. 

Art. VIII. China consents to the occupation by the Japanese army 
of Wei-hai-wei in the province of Shantung, as guarantee for 
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the faithful fulfilment of the terms of this treaty. If after 
the payment of the first and second instalments of the indem- 
nity for war expenses according to the terms of this treaty, and 
also after the ratification of the Commerce and Navigation 
Treaty, the Chinese Government consents to make satisfactory 
arrangements in reganl to the payment of the principal and 
interest of the remaining amount of the indemnity and pledges 
the custom duties of China as security, Japan shall withdraw 
its garrison from the above mentioned plac^. If on the contrary 
no such agreements are arrived at, the garrison shall not be 
withdrawn till the payment of the last instalment of the in- 
demnity is over. In anv case, it shall be understood that the 
withdrawal of the garrison shall not take place until after the 
ratification of the Commerce and Navigation Treaty. 

Extract from the Sepftrate Convention. 

Art. I. The Japanese garrison, which is temporarily to occupy Wei- 
hai-wei according to the Jigreements contained in Art. VIII 
of the Treaty of Peace signed to-day, sliall not exceed one 
brigade. China shall pay five hundred thousand Kwping tads 
annually counting from the day the said treaty is ratified, as 
one fourth the expense of the above-mentioned occupation. 

Extract from the Treaty re-yx'ctinfj the Retrocession of the 
JUnhlen {Lino-tun fj) Peninsula. 

Art. II. The Chinese Government agrees to pay thirty million 
Kupim/ tai'h as compensation for tlie retrocession of the sou- 
thern portion of the province of Mukden; the payment of 
the said sum to take place before the 16th of November, 28th 
year of Meiji (1895), which being the 30th day of the 9th 
month of the 21st year of Kwanr/su. 

Now while according to these agreements two hundred mil- 
lion taets as indemnity for war expenses and thirty million 
tads as compensation for the retrocession of Liao-tiing Peninsula, 
and other payments besides, were to l)e received from China, 
the Kuping tad mentioned in the treaty was merely a name, 
being employed in the present case for estimating the amount 
in silver of the indemnity to be paid by China. In reality no 
coin corresponding to that name existed anywhere. It was 
thus left undecided in regard to the kind of money in which 
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the actual payment was to be made. At this time the depreci- 
ating tendency of silver was ever growing stronger, producing 
constant fluctuations, and the silver countries of the world 
either at once introduced a gold standard or made preparations 
to do so, and Japan too had to face the pressing question of 
coinage, leading to the appointment by the Government of the 
commission for the investigation of the coinage system of the 
country. Now in that commission the comparative majority 
of the members were in favour of adopting a gold standard, 
and made report accordingly to that effect. This view agreed 
with the opinion of the Finance Minister of the time (Count 
Matsukata) who felt the need of adopting a gold standard but 
was kept back from carrying out the plan of reform only on 
account of the difficulty of creating the necessary gold re- 
serve. It occured to him now that if China would agree to 
pay the indemnity money in English money in I-<ondon, it 
would not only be of convenience to China, since that country 
was planning to raise loans in Europe for the purpose of pay- 
ing the indemnity, but also to Japan, since such a method of 
payment would enable the Japanese Government to create a 
gold reserve necessary for the adoption of the gold standard. 
For this reason Count Matsukata had the outline of a method 
and process of payment of the indemnity drawn up, and 
presented the document containing the said outline in May, 
1895, to Count Ito (now Marquis), Minister President of State. 
In the following July, Count Ito communicated with Viscount 
Mutsu Munemitsu, Minister for Foreign Affairs, who instruct- 
ed Mr. Hayashi (now Baron), Japanese Minister at the Court of 
Peking, to sound the Chinese Government on the subject. 
The Chinese Government replying in favour of making pay- 
ment in London and expressing the wish to hear further 
particulars as to the method of making payment which would 
be agreeable to the Japanese Government, the Finance Minister 
(Count Matsukata) had the following draft of the method and 
process of the payment of the war indemnity drawn up to 
serve as a basis for negotiation with the Chinese Government 
and presented it to the Cabinet Council. 
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Drafts of the Method and Procesii of Payment of the War Indemnity, 

It is to be preferred that the payment of the war indemnity by China 

should take place according to the adjoined draft No. I by first reducing 

once for all the entire amount of the indemnity into terms of English 

jnoney, the instalments to be paid from time to time being counteil on 

the basis of the total amount thus fixed in English money. 

But if the Chinese Government will not consent to that method, 
then each instalment shall be separately reduced, at the rate of exchange 
of the time, into the terms of English money and paid in English money. 
This alternative method is laid down in the adjoined draft No. II. It 
is suggested hereby that these different methods be referred to the Chinese 
Government for mutual agreement. 

Draft No. I on the Metliod and ProcenH of Payment of 

the War Indemnity, 

I. The two hundred million ta^'Is (Kxiping) of the war indemnity 
to be paid by China to the Government of Japan, shall l>e paid 
in London in English money. (The amount in English money 
to be fixed according to the method herewith laid down). The 
method of reducing Kuping tacl into English money : first reduce 
one Kuping tael whose weight ls 579.84 grains of pure silver into 
the silver of standard quality in London i. e. 925 fine, then re- 
duce the entire amount of the indemnity (200 million taels) into 
English money at the rate of exchange, equal to the average ratio 
of the price of silver bullion to that of gold bullion in the 
London market, during the three month previous to the day the 
method of payment of the war indemnity is agreed to between 
the two Governments. 
II. The Governments of Japan and China shall appoint their 
ministers in London as their representatives to transact business 
connected with the payment of the indemnity. 
III. When the time approaches for the payment of an instalment 
of the indemnitv, the Chinese minister shall notifv each time the 
Japanese minister (concerning the amount of instalment to be 
then paid and the date of its payments. 

Draft Xo. II on the Method and Proeet^s of Payment of 

the War Indemnity, 

I. The war indemnity to be paid by the Chinese Government to 
the Japanese Government shall be paid in I^ondon in English 
money. The method of reducing Kuping tael into English money 
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shall be as follows : first reduce one Kuping tad whose weight is 
579.84 grains of pure silver into the standard silver of London 
which is 925 fine, then reduce the amount of each instalment to 
be paid of the war indemnity into .English money at the rate of 
exchange, equal to the ratio of the price of silver bullion to that 
of gold bullion in the London market during the three months 
previous to the day each payment is made. 
II. The Governments of Japan and China shall appoint their 
ministers in London as their representatives to transact business 
connected with the payment of the indemnity. 
III. When the time approaches for the payment of an instalment 
of the indemnity, the Chinese minister shall notify each time the 
Japane^e minister concerning the amount of the ini^talment to 
be then paid and the date of its payment. 

Explanation concerning the Draft No, I, 

I. That the entire amount of the indemnity (200 million Kuping 
ta^ls) be reduced at once into English money and the instalments 
be paid in English money in London. 
The reasons are; 
It is now known that China intends to raise loans in Europe in order 
to provide money for the payment of the war indemnity. Now since 
the money thus raised would be either in English or French currency, 
in case China is to pay in silver as laid down in the Treaty of Peace, 
the Government of that county would have to buy from time to time 
silver bullion and have it transported to Japan. In such a case 
the Chinese Government would have to incur very heavy losses. To 
enumerate some of these : 

1. The price of silver would rise greatly, since at the time of 
payment the Chinese Government would buy at once a large 
amount of bullion. 

2. It would be very difficult to buy at once a large amount of 
silver, since the supply of silver bullion on sale in European 
markets would be never very large. 

3. Much time would be lost on the way in transporting silver 
bullion to Japan, and China would lose the interest on the money 
which would otherwise accrue for those periods. 

4. In transporting the indemnity in silver to this country, the 
Chinese Government would have to pay for freight, insurance, 
packing, commission, Ac., almost 8.8 per thousand of the amount 
transported, which would amount to 1,760,000 tads for two 
hundred million taeh. 
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5. If on the arrival of silver bullion in Japan, any of it be 

found on examination to bo not up to the rctjuired standard in 

fiuality, the Chinese Government would have to make good the 

ditference. The above reitsons mostly refer to the side of China, 

but looke<l at from the standpoint of the genend economical 

interest of the Far Eiust there is good ground to fear that, through 

the transportation within so short a period of so large an amount 

of silver bullion from Europe to Japan, great changes would be 

produced in the rdte of exchange and much disturbance created 

in the trade of the East. 

II. That in reducing Kupimj fad into Englisli money, the weight 

of one Kupiny iacl is to be fixed at 579.84 grains. 

The reason for this is: 

The Kuping fad is merely a name for a certain weight of silver, one 

Kuping fad being a certain weight fixeil by the government scale at 

Peking, which is ecjual to 579.84 grains of pure silver. It is no more 

than a name for tlie purest fael of China. These statements are fully 

borne out by statements croiitained in the annual report of the Director 

of the United States Mints. In fact in fixing the weight of the Kuping 

tad in grains as stilted in tlie text of the draft, a reference was cliiefly 

had to tlie said Mint report of tlie United States of America. 

The Government, then, after negotiating w^ith the Chinese 
Government concerning the method and process of payment of 
the indemnity, finally agreed to fix the weight of one Kuping 
tad at 575.82 grains of pure silver, had the entire amount of 
the indemnity reduced into the terms of English money, at the 
ratio of 30.4429202G662rf. for one ounce of silver of the 
standard quality in London, being the average of the prices for 
June, July and August of 1895 (28th year of Jlei/jl). It was 
further agreed between the two Governments that the payment 
of the indemnity should take place in London, The protocol 
concerning these several points agreed upon was signed 
between the two Government^ on the 6th of October, 1895. 
The text of the protocol reads as follows : — 

Since now the time draws near for the payment by the Chinese Gov- 
ernment of the first instalment of the war indemnity to the Govern- 
ment of Japan, in accordance with the Art. IV of the Treaty of Peace 
concluded between those two countries on the 17th of April of the 28th 
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year of Meiji of the Japanese calender, which being the 23rd day of the 
third month of the 21st year of Kwangsu, it is hereby agreed between 
the two Governments in regard to the method and process of payment of 
indemnity in the case of the first instalment as well as in those of all 
succeeding ones, as follows; 

1. For the convenience of both Governments, the two hundred 
million Kuping tads of the said indemnity shall be reduced into 
the terms of English money, the amount thus reduced making 
£ 32,900,980. 7 s. 7 c?., and this sum shall be paid in English money. 

2. The Governments of China and Japan shall appoint their 
ministers in London as their respective representatives for the 
transaction of business connected with the payment of the 
indemnity. 

3. When the time draws near for the payment of each instalment, 
the Chinese Minister shall notify the Japanese Minister in regard 
to the amount of the instalment to be then paid and the date of 
payment. 

Later the two Governments agreed to compute in English 
money the amount to be paid by China as compensation for 
the retrocession of the Liao-tung Peninsula, as well as the 
indemnity for the expenses of occupying Wei-hai-wei and to 
transact business connected with the payment of these moneys 
in London. The figures were as follows: 30,000,000 Kuping 
taeh to be paid as compensation for the retrocession of Liao- 
tung Peninsula became £4,935,147. Is. \d. 779 of English 
money, and the annual amount to be paid for the expenses of 
occupying Wei-hai-wei which was to be 500,000 Kuping taels, 
became£82,252. 9s. Orf. 22. ;x^ 3 : 2v^^ 

There was thus opened the way for creating the gold 
reserve necessary for the adoption of a gold standard system, 
and the time seemed now ripe to carry out the plan of coinage 
reform. 

For reference concerning this chapter, table XXVII is 
hereby adjoined. 
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ch form pavmentfl 
were ma«ie 

£ «. d. 
>25,245.01.10.76 

>25,245.01.10.00 

105,631.02.00.00 

.22,624.10.02.00 
41,748.07.03.00 

08,543.14.02.00 

85,437.01.10.00 
20,G05.07.09.0o! 

1)0,980.07.04.751 

36,147.01.01.751 

I 



56,127.08.00.50 

^2,262.09.00.00 

^2,262.09.00.00 
^2,252.09.00.00 
12,884.15.00.50; 



Xote : — 

The interest on the war indemnity received in four instalhnents as given in the 
table, i. e. in May and November 1890 (29th Meiji) and in May and November 
1897 (30th Mdji)^ was counted into the payments of the principal according to the 
provisions of Art. IV of the Treaty of Peace, since the entire amount of the 
indemnity was paid off on 7th May 1898 (81st Meiji), that is, within three years 
after the ratification of the Treaty of Peace. 
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CHAPTER IV. 

THE COINAGE LAW OF 1897. 

Since now the way w^as opened for the creation of a gold 
reserve, as was narrated in the last section of the previous 
chapter, the Finance Minister, Count Matsukata, seeing that 
the time was fully ripe for putting into effect the plan of coinage 
reform, on the 25tli February, 1897 (30th year of Meiji), 
submitted the drafts of the Coinage Law, wuth its subsidiary 
law^s, to the Cabinet Council. Tlie memorandum which ac- 
companied these drafts is as follows : — 

The coinage system of a country beai-s a very important relation to 
the economy and finance of that country. For this reason one of the 
first things the Restoration Government attempted was to reform the 
currency system of the country as it existed in the latter yeare of the 
Shogunatc Government. As a beginning for such an attempt the Gov- 
ernment Mint was founded at Osaka, the New Coinage Regulations were 
issued in the 4th year of Meiji (1871), which were drawn up after a 
careful consideration of the monetary systems of diflferent countries 
abroad, and it was decided to make gold the standard of the new system 
thus introduced. The silver yen (trade dollar) was also coined, but 
confined to circulation within the treaty ports. Yet the* Imperial Gov- 
ernment now newly established had not sufficient revenue to meet its 
necessary expenditures which were very large, so that it resorted to an 
over-isiue of paper money as an unavoidable measure to meet the 
deficit. Moreover as a result of so many centuries of seclusion from the 
outside world, when the country was now suddenly opened to foreign 
intercouse, it was found that evils of all kinds were rife throughout the 
country, commerce and industry being in a most stagnant condition. 
The im{)orts greatly exceeded the exports, which drove away the specie 
of the country, so that before many yeai's were passed not a trace of gold 
coins could be found in the market ; the foreign trade being conducted 
solely by means of the Mexican dollar imported by foreign merchants. 
The inconvenience became so great that in the 11th year of Mdji (1878), 
the Government legalized the circulation of the trade dollar throughout 
the country. The year following the Government legalized further the 
circulation of the trade dollar and the Mexican dollar at par, hoping in 
this wav to relieve the distreas of the time. On the other hand, how- 
ever, about this time the Government issued 27 millions of paper money 
to meet the cxj>enses of subduing a rebellion in South-Western provinces. 
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Besides this large addition of paper money, there were already in circu- 
lation no less than 34 millions of the national bank notes, — this large 
amount having been issued in consequence of the revision in the 9th 
year of Meiji (1876) of the National Bank Regulations. Now this in- 
flation of paper money naturally led to its depreciation. The price of 
commodities and the rate of interest rose while at the same time and 
at the same rate the Government loan bonds depreciated ; and the excess of 
the importsover the exports of the country became increasingly great, the 
specie left the country, the people ran wild in extravagance, and the 
derangement of the economical and financial condition of the country 
became most deplorable. The Government now became fully aware of the 
danger the country was in, and step by step the necessary measures were 
put into effect for the regeneration of the eoonomicid and financial condition 
of the country. In the 14th year of Meiji (1881), the Government adopted 
measures to adjust the disordered state of busina^s of the Yokohama 
Specie Bank as well as to expand the business o})erations of this import- 
ant organ of foreign exchange. In the 15th year of 3Ieiji (1882) the 
Bank of Japan was established, in order to bring about a better state of 
circulation of the country's currency; and the Convertible Bank Note 
Regulations were also promulgated in the same year. In the 16th year 
of Heiji (1883) the National Bank Regulations were revised, and a plan 
for the redemption of the national bank notes was adopted, so that the 
foundation was now laid for unifying the pai>er currency of the country. 
Now in regard to the redemption of paper money : of the Government 
paper money, the amount of the temporary issue from the paper money 
reserve was first withdrawn from circulation and the Government loan 
bonds for the exchange of paper money were issued ; the measures were 
taken for the increase of the national revenue and much economv was 
practiced in the Government expenditm'e, the surplus thus obtained being 
devoted to the redemption of paper money ; the Government reserve was 
utilized in order to absorb specie, devoting the latter to the purpose of 
redemption. Thus on one hand was reduced the amount of paj)er money 
in circulation, while on the other the specie reserve was incrciised, so that 
gradually the value of paper money rose, until on the 1st day oT January 
of the 19th year of Ileiji (1886), the Government was enabled to in- 
troduce the convertible system of paper money. The value of silver and 
paper now stootl on a par, an<l tlms one important stage was accomplLshed 
in the work of adjusting the paper money disorders. After this the 
economical progress of the country was rapid; trade and industry 
expanded, the exports always exceeded the imj)orts, the specie yearly 
flowed in from foreign lands, increasing greatly the reserve fund of the 
Bank of Japan. As a matter of course, the financial condition of the 
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country also improved, so that the Government loan bonds of a high 
rate of interest were converted into those of a lower rate of interest, and 
the yearly surplus of revenue came to amount to the sum of several 
million yen, the total amount finally reaching to several tens of millions. 
While thus one important stage was passed in the work of adjusting 
the currency disorders of the time, by substituting the convertible 
paper money system for the inconvertible one, yet this reform merely 
made paper convertible with silver. It was not able to bring back the 
country to the original position of a gold standard country. If we now 
extend our observation to the condition of silver in the world with 
reference to its price, we note the fact that its annual output has in- 
creased immensely in recent years, owing to the improved method of 
mining and refining, as well as to the discovery of rich silver mines, 
and as the consequence of these, fall and constant fluctuations in the 
price of silver as compared with gold. For this reason countries advanced 
in trade and industry, fearing sudden changes in the price of commodities 
as well as various inconveniences connected with silver as a medium of 
exchange, stopped coining silver, adopting what is popularly known as 
the anti-silver policy. Hence notwithstanding the increased out-put of 
silver, its demand for coinage purposes rather decreased, which further 
helped to bring about its depreciation. On the other hand all countries 
have vied with each other to absorb gold, this increased demand leading 
to the rise in its price. This rise of price was further assisted by the 
fact that until the recent discovery of gold mines in Africa, its annual 
output in the world had rather tended to decrease instead of increasing. 
Under these circumstances the nations of the world became divided into 
two camps of gold and silver countries respectively, causing no small 
inconvenience and loss to trade and industry. For this reason the great 
nations of the West have held a number of congresses for the purpose of 
devising some means of practically adopting gold and silver bi-metallism, 
hoping thus to keep up the price of silver. But they have not succeeded in 
coming to any agreement. The United States of America is a country 
having many silver mines within its dominions and as such most anxious 
to keep up the price of silver. It has a powerful pro-silver party, 
which enjoys no small political influence. For these reasons that country 
is the most pronounced among the countries which favour bi-metallism, 
and has tried twice to put into practice within that country alone the 
system of bi-metallism. But each time it failed to gain its ends. See- 
ing the failure of the United States, those countries which had been 
hesitating now one by one either adopted a gold standard or suspended 
the coining of silver, or made preparations for the adoption of a gold 
standard by taking measures to absorb gold and exclude silver from the 
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country. Now appeared on the scene in 1893, one of the two threat 
silver using countries of the world, India, with the sudden cessation of 
the free coinage of silver and the adoption of the policy of making national 
estimates in gold instead of in silver. In our own country, we were so 
much absorbed for so long a time in making attempts at the reform of the 
system of inconvertible paper money, that we did not concern ourselves 
much with the silver question. But since the 19th year of 3Ieiji (1886) 
when silver and paper resumed par value, the silver question suddenly 
came to assume importance. We now came to see that the tendency of 
affairs on this matter Ls beyond human power to modify, and that since India 
itself made up its mind to discard the silver standard it would no longer 
be wise for Japan to hesitate to take a decided step. For this reason in 
the autumn of the 26th year of Meiji (1893), the Government decided to 
appoint a commission of specialists to make inquiries respecting the ques- 
tions connected with the coinage system of the country. That commission 
carried on its researches with great zeal, and in July of the 28th year 
of Meiji (1895), after more than one year's sitting, it reported in favour 
of reform and of adopting a gold standard, adding moreover that the 
commission thought it necessary for the Government to have a sufficient 
gold reserve before making that reform. As to the details of the report 
I mast beg to refer to the report itself. 

Such then being the tendency of affairs in the world, as well as the 
conclusion arrived at by the Coinage Investigation Commission, wo can 
no longer doubt the wisdom of adopting a gold standard. We have been 
since then directing our efforts toward procuring gold with tlie object of 
creating a sufficiently large gold reserve, until the Treaty of Peace signed 
at Shimonoseki which made China pay the indemnity of two hundred 
million iaeh furnished us with the desired opportunity. And since China 
was under the necessity of raising loans in Europe in order to pay the 
indemnity, it was further stipulated between the two Governments that 
the payments should be made at London in gold. The Government of 
our country thus came to occupy a position of great advantage in regard 
to securing gold. 

The Government can now depend upon some 33 million gold yen in 
the reserve fund of the Bank of Japan, and some 65 million gold yen now 
being transported to this country, out of the Chinese indemnity, making 
the total of some 98 million gold yen (which being reduced to the 
proposed new coinage would make some 109,400,000 yen gold). The 
preparation is thus complete so far as the gold reserve is concerned. 
No such opportunity as the present may again present itself. I earnestly 
hope that the Cabinet will adopt the proposed reform measure. 

Now to recapitulate the main outlines of the method proposed for the 

12 
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adoption of a gold standard : the chief thing is the minting of gold coin 
equal in value as nearly as possible to the present silver coin. In this 
way we will be able to avoid causing disturbance to the existing rela- 
tions between creditors and debtors, in the payment of taxes and other 
monetary engagements already entered into. At the same time with the 
cessation of coining the silver yen, the convertible bank notes and the 
Government paper will both be made convertible with gold ; the special 
fund for the gradual exchange and retirement of the silver yen being 
provided for, and subsidiary silver coins being issued as fast as the 
silver yen is retired. And the gold standard system will thus be in- 
augurated. In regard to the possibility of maintaining the gold reserve 
of the country, it must be remembered that the trade of this country has 
made within recent years very great progress. There is no question that 
its expansion will be equally rapid in future years. Moreover the 
geographical position of this country is such that, it occupies a position 
of great advantage in regard to procuring gold from the gold pro- 
ducing countries such as California and Australia. 

The output of gold from China and Korea too is not inconsiderable, 
and it may also be made to contribute toward keeping up our gold 
reserve through the ordinary means of commerce. These things will 
show that it will not be very difficult for our country to maintain a gold 
standard system. Besides, the adoption of a gold standard by 'our country 
will bring our market into closer touch witli the markets of Europe and 
America, opening up free monetary communication and increasing the 
volume of foreign trade of this country. Yet further, it may be noted 
that in competing with other gold countries in the trade with China and 
Korea, &c., we need not entertain very great fear of losing our ground, 
since our country enjoys the advantage of a better geographical position, 
as well as the possession of necessary means to the cheaper production of 
goods. On tlie other liand, indeed, if the depreciation of silver should 
get still greater, the silver countries sucli as China and Korea might reap a 
temporary advantage over us in the trade with gold countries, yet that 
advantage would not be permanent and not at all to be compared witli 
the far-reaching advantages we should secure for the adoption of a gold 
standard. In fine, so long as the standard of coinage is fluctuating as it 
is to-day, no security for the economic condition of the country and no 
growth of foreign commerce can ever be hoped for. It is therefore 
highly desirable to adopt a gold standard at a time when the gold 
obtained through the Chinese indemnity has not left the country and 
before some unforeseen events happen to prevent our adoption of this 
reform measure. For this reason I again implore my colleagues in the 
Cabinet to take a decided step in favour of adopting a gold standard and 
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to do SO as soon as possible. This raemoranduni is presented in company 
with the drafts of the Coinage Law and the Special Compfabilite Law 
and other subsidiary laws. 

The policy sketched in the above memorandum being 
adopted by the Cabinet, the Government introduced into the 
Diet on the 1st day of March of 1897, the drafts of the Coinage 
Law and other subsidiary laws. The first reading of these 
laws took place on the 3rd day of March. On that day. 
Count Matsukata, IVIinister of Finance, made a speech explain- 
ing the measure now introduced before the House of Repre- 
sentatives, which according to the record of the Diet was as 
follows : — 

Gentlemen : I need hardly state before you that the coinage system 
of a country bears a very close relation to the economy and finance of that 
country, so that in discussing a scheme of revision of the coinage system 
of our country the closest attention and minutest investigation are nec- 
essary. I crave you patience while I first touch upon the system now in 
vogue in our country. 

Omitting all records that go back to ancient times, we may assert that 
it was during the Keicho era (1596—1614 A. d.) that the coinage system 
was first brought into shape which l^ecame the basis of our present 
currency system. Mints were then opened by the Tokugawa Govern- 
ment, and gold and silver coins were issued for general circulation, so that 
the medium of exchange throughout the country took a definite form. 
The system brought into concurrent circulation gold, silver and copj^er. 
Later on, the recoining of gold and silver became frequent, and with 
each recoining their quality deteriorated, until finally our coinage became 
much debased. Moreover, the ratio between gold and silver in our 
country underwent frequent fluctuations, and wore not in accord with the 
exchange rates prevailing abroad. At the time the Treaties were con- 
cluded with Western Powers (1854—1859), the ratio between gold and 
silver prevailing in Japan was one of gold to eight and a fraction of silver, 
whereas it was one to fifteen or sixteen abroad. The commercial inter- 
course with the outer world having been suddenly opened under such a 
monetary system, the exodus of gold was inevitable. The Tokugaica 
Government, therefore, attempted to check the efflux by changing the 
coinage and raising the ratio between the two metals; but as the measures 
adopted were merely temi)orary makeshifts, they utterly failed to effect 
their object. In the beginning of the 3Iciji era, the Government revised 
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the system of coinage and after studying the best foreign systems in the 
light of Japanese usages, minted new coins of a perfectly uniform quality; 
and by the adoption of a gold standard, the Government strenuously 
attempted to adjust the disorganized state of the currency and check 
the exodus of gold and silver from the country. Still the pressure of the 
Government business connected with all sorts of new undertakings, of the 
war measures that had to be taken, and the depletion of the Treasury, 
led the Government to make an increased issue of inconvertible paper 
money, which led once more to the exodus of specie. 

It was in January of the 1st year of 3Ieiji (1868) that the Govern- 
ment decided to issue paper money, being compelled to take that step on 
account of the financial embaiTassment then reaching its culmination. 
The paper money {Kinsaisu or gold notes) thus issued, known as Daljo- 
Kwan-Satm, were inconvertible, limited in circulation to a period of 
thirteen years. Subsequently the Mimbusho-Saisu (or Home Department 
notes) and other notes of various denominations were issued in considera- 
ble amounts. But notwithstanding the marked increase of these notes 
the paper currency did not depreciate for some years, since their total 
amount was within the business requirement of the time, and they cir- 
culated for some years at par with hard money. Still, being inconverti- 
ble notes they gradually aifected the foreign trade of the country, leading 
to the excess of the imports over the exports and the consequent exodus 
of specie. Moreover, in the 9th year of Meiji (1876) the National Bank 
Regulations were revised and the bank notes too became inconvertible. 
The amount of these notes now greatly increased, rising to 34 millions of 
yen. The total circulation of inconvertible paper was thus enormoasly 
augmented. This increased circulation of the Government paper and 
national bank notes resulted in their depreciation, in the efflux of sj)ecie, 
in the excess of the imports over the exports, in the rise of the price of 
commodities and of the rate of interest, and lastly in the depreciation of 
the Government loan bonds. Luxurious habits now became prevalent 
among the people ; a speculative spirit sprang up among business men ; 
and the national economy and finance fell into a most dangerous condi- 
tion. The Government therefore after a most careful consideration, 
elaborated a general programme of financial adjustment and resolutely put 
it into practice. In the 14th year of Meiji (1881), the Specie Bank was 
reorganized with a view to the extension of its operations as a monetary 
organ abroad ; and in the 15th year of Meiji (1882), the Nippon Ginko 
(Bank of Japan) was established in order to facilitate the circulation of 
currency at home, while the revision of the National Bank Begulations 
and the promulgation of the Convertible Bank Notes Regulations in the 
same year both took place from the desire to reorganize and consolidate 
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the paper currency. Moreover, all paper money temporarily Lssued out 
of the paper money ra«erve was withdrawn ; bonds were is^sued in ex- 
change for paper money {Kinsatm) ; the surplus obtained through the 
increase of the revenue and the reduction of the expenditures was devoted 
to the redemption of paper money ; and the Reserve Fund was employed 
to procure specie for augmenting the Paper Money Conversion Fund. 
These carefully planned measures were successfully c^irried out. The 
resumption of specie payment took place in the 19th year of Meiji (1886); 
and the paper money which had at one time fallen as low as 1.70 for one 
yeyi of silver was now restored to a par value, and all the incidents con- 
nected with fiat currency were thus finally brought to a close. 

The amount of specie in circulation was however very small. After 
the legal circulation of the trade dollar was extended in scope by Im- 
perial Ordinance No. XII of May of the 11th year of 3feiji (1878), the 
gold standard system of the country became changed into a bi-metallic 
system. But sin(*e silver was used as the actual medium of exchange in 
all tnmsactions, a virtual silver monometallism came to prevail, while the 
circulation of gold was merely nominal. Silver on the other hand has 
continued to fall in price since the 6th year of Meiji (1873), until it is 
now only one half its original value in terms of gold. In addition to 
its depreciation, its instability is so great that its price at any given 
future moment can not be counted upon. 

Tliese fluctuations in the ratio between gold and silver appear to be 
due first of all to the comparative output of the two metals. Of late 
the silver annually produced in the world has reached an enormous pro- 
portion. The production the ye^ir before last w^as 170 million ounces, 
while last year it was 200 million ounces, a figure nearly three times as 
large as that recorded twenty years ago. Now while the output of silver 
has been so rapidly increasing, the world's output of gold was only 9 
million ounces year before last, and last year 10 millions, a quantity 
not more than double that produced twenty years ago. I may say in 
passing that these figures are mostly taken from the report of the 
Director of the United States Mints. Now this extraordinary difference 
in the relative outputs of these two metals has induced a corresponding 
divergence in their relative prices, so that their exchange ratio which was 
one of gold to fifteen of silver twenty years ago is now one of gold to 
thirty or more of silver. Though it is true that the ratio between the 
two metals is not determined solely by their relative outputs, but also 
by other artificial causes as well, still the divergence, even so far as is 
traceable to their comparative outputs, is remarkable enough. 

The ratio between the two metals having become so changeable, those 
countries which had adopted a bi-metallic or a silver mono-metallic 
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system were now seriously embarrassed. These countries, now feeling 
uneasy about the prospects of silver, either rejected silver in favour of 
gold, or while legally retaining a bi-metallic standard, suspended the 
free coinage of silver and became de facto gold standard countries. Now 
among the coinage reforms undertaken by various countries during the 
recent period, say after 1873 (6th year of Meijt), we must attach the 
greatest importance to the monetary reform of Germany. The political 
confederation of the various German states had not been immediately 
followed by the unification of the coinage system, and there were, as was 
stated in the original programme of the monetary reform, at the time 
seven distinct systems in vogue in Germany, most of which had silver 
Ihaler for their standard . And since moreover different regions of Germany 
had different methods of calculation, there was experienced indescribable 
inconvenience in the fiscal and commercial affairs of the country. As 
soon as the Empire was founded, therefore, it was proposed to unify the 
coinage system of the Empire and in 1871 (4th year of Meiji), a notifi- 
cation was issued by the German Government providing for the coinage 
of gold. Germany had, fortunately for her, at that time acquired the 
enormous sum of 1,395 millions of fhalers in consequence of the war 
with France.' A gold monometallic system was introduced in July 1873 
(6th year of Meiji), through appropriating, for the purpose of gold 
coinage, 340 million thalers of the French indemnity as well as the gold 
obtained through the sale of silver. Subsequently however, about 1879, 
these sales were suspended, owing to the great depreciation of silver. 
This reform of Germany's coinage system was the foremost cause, among 
the artificial causes, of the fluctuations in the ratio between gold and 
silver, and led the way to the recent sudden appreciation of gold at the 
expense of silver. 

The introduction of gold monometallism in Germany was followed 
by a similar measure in Sweden and Norway. France, moreover, now 
put a limit to the receipt of silver at her mints. In the following year 
(1874), France, Italy, Switzerland and Belgium of the Latin Union 
mutually agreed to restrict, with the exception of subsidiary coins, the 
coinage of silver for three years. In 1875 (8th year of 3/eyt), Holland 
too made gold her legal tender and suspended the coinage of silver, 
while Switzerland although a member of the Latin Union abolished the 
coinage of silver for domestic circulation. In the following year, a 
similar course was adopted by Belgium and France. Both Spain and 
Kussia also suspended the coinage of silver, and the United States of 
America demonetized that metal. 

Thus the German coinage reform produced a great consternation in 
Europe and America, and led the countries of the West to take measures 
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for checking the efflux of gold and tlie influx of silver, with the result 
that the price of silver fell to an unprecedented low figure. Efforts 
were now mode for its rehabilitation by silver-po&sessing countries, as 
well as by countries which produced silver in large quantities. The 
United States of America monetized it again by the Bland Act in 1878 
(11th year of Meiji); but in 1885 (18th year of Jleiji) that country 
again suspended the coinage of silver. In 1890 (23rd year of Mcijx) 
however the Sherman Act was passed, which increase<l the amount of 
silver to be purchased by the Government. Bi-metallism was now 
strongly advocated and various other schemes were broached, but without 
success. The changes in the ratio between gold and silver became even 
more pronounced than over. 

In 1892 (25tli year of Meiji) Austria-Hungary resolutely mised a 
gold loan of 183,456,000 gulden, with which the new gold krone was 
coined and gold monometallism was inaugurated. In 1893 (26th year of 
Meiji) India, a country famous for its absorption of silver, suspended 
the free coinage of that metal; and made the English pound sterling the 
legal tender throughout the country, by fixing the value of the rupee 
at a figure not exceeding one shilling and four pence, thus giving the 
silver rupee a scarcity value, that is, a sort of price fixed by law. Rassia 
also suspendal the coinage of silver and directed her efforts to the pur- 
chase of gold in lx)th home and foreign markets, while the United States 
at length repealed the Sherman Act. More recently among the countries 
of South America, Chili l)ecame a gold standanl country in 1895 (28th 
year of Meiji) and Costa Rica adopted the same standard last year. In 
the United States which has paramount interests in silver, the gold 
theory has now gained ground. It may thas be seen that the general 
tendency of the world is toward the preference of gold over silver. 

Thus the various powers of Europe and America having either 
adopted the gold standard or in the case of those that have not adop- 
ted it taken measures for its absorption, the demand for gold coinage 
has of late remarkably increased. And further, since the j>eople of all 
countries have come to show increased taste for it, gold has come to 
be used in works of art in no small amount. Being moreover of a high 
value in a small bulk and free from depreciation, gold has come to 
be hoarded in increasing amount. While these circumstances have 
combined to increase the demand for gold, the case is entirely the 
reverse with silver. Not only has the demand of silver for coinage 
purposes steadily decreased, but also its employment in manufactures 
and arts, as well as the tendency to hoard it have not kept pace with its 
increased supply. The absorptive power of India, too, which had shown 
a great partiality for silver, has undergone a change ; and the uncivilized 
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countries which were expected to show increased demand for silver have 
not yet justified these expectations. Thus while the supply of gold is 
insufficient to meet the demand^ the supply of silver is in excess of its 
demand ; hence the appreciation of gold and the depreciation of silver 
are inevitable consequences. 

Such being the constant fluctuations of the price of silver, the effects of 
which reach far and wide in a silver country like ours, the Government, 
by the Imperial Ordinance of October of the 26th year of Meiji (1893), 
appointed a commission for making inquiries concerning questions con- 
nected with the coinage system of the country. The principal points 
to be inquired into were : — 

1. The causes of recent fluctuations in the price of silver and 
their general effect. 

2. The effects of these fluctuations on the economic condition of 
our country. 

3. In view of these fluctuations, whether there is the need of 
making changes in the coinage system of the country, and if so 
what system ought to be newly adopted, and what means 
employed for effecting that change ? 

The commission began its work in October of the same year and, 
after twenty two months of sitting, completed its investigations in July 
of 1895 (28th year of Meiji). Now, according to the report of that 
Commission, the members were unanimous as to the facts of the case 
concerning the 1st and 2nd Items put before them as subjects to be 
inquired into; but, when they came to set forth the practical bearings of 
these facts, the opinions were divided in two. 

These two opinions may be summarized as follows : — 

1. The influence of recent fluctuations in the ratio between gold 
and silver on the economic condition of this country has been 
on the whole good. Yet the fall of the price of silver and the 
rise of the price of commodities can not be said to be an 
absolutely good thing to the country'. It is to be greatly feared 
that such a sudden depreciation of the standard coinage will in 
the end work damage in our. economic and industrial condition. 
On the other hand, it can not be believed that the tendency to 
depreciation will continue for ever. When the advantages and 
disadvantages accruing respectively to Japan and the gold coun- 
tries from the depreciation of silver are compared, the advantages 
derived by Japan are greater, and the disadvantages much less, 
than those derived by the gold countries. 

2. The influence of recent fluctuations in the ratio between 
gold and silver on the economic condition of this country has 
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been, in some points good and in some other points bad. Among 
the advantages derived by the country may be mentioned a 
slight increase in the exports and certain increased liveliness in 
commerce and industry, while the sufferings of labouring classes 
and the inactive state of foreign trade must be mentioned among 
the disadvantages. The increased export will further lead to the 
importation of silver and the increase of the currency of the 
country, causing the rise of prices, which in turn will lead to the 
excess of the imports over the exports. 
These things seem to show that the recent depreciation of the price 
of silver is not for the permanent good of the country. 

The majority of the Commission was on the side of the first opinion 
above mentioned. In regard to the third item proposed for investigation, 
however, the majoritj' of the Commission advocated the necessity of 
making a coinage reform; while among those who advocated reform six 
members were for adopting the gold standard, and but two members for 
the adoption of bi-mctallism. 

The conclusion reached by the Commission was thus for the adoption 
of a gold standard. Yet at the same time it was found difficult to 
obtain a sufficient gold reserve for the adoption of that standard, and 
besides, the price of commodities had not yet risen to any great extent, 
which still gave the country even though temporarily more or less 
advantage in foreign trade; for these reasons we were not yet in a 
position to adopt the Commission's decision. 

By the Shimonoseki Treaty (1895), however, we acquired from 
China a war indemnity of two hundred million taeh, together with the 
additional sum of thirty million taeh in compensation for the retrocession 
of the Liao-tung Peninsula. As these sums were to be paid by China^s 
raising gold loans in European markets, it was stipulated with a view to 
mutual convenience that Japan should receive the money in pounds 
sterling. The amount thus received up to the end of last year exceeded 
£22,400,000, and by its utilization, the Nippon Ginko's (Bank of Japan) 
gold reserve is expected shortly to reach the sum of over 109 millions of 
the new gold yen. Of that total, over 36,700,000 yen is now lying in 
the vaults of the Bank, and the remaining 72,600,000 yen which has 
been borrowed by tlie Government from the Bank on current account 
will be repaid in gold. It is further expected that the silver reserve 
will soon exceed 49,000,000 yen, so that the total amount of reserve of 
both gold and silver will reach the sum of 158,000,000 yen. Thus the 
gold reserve necessary for introducing gold monometallism, for the 
difficulty of which so much concern has hitherto been felt, may be said 
to be now complete. 
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Now, turning our attention to the price of commodities in our 
country, we find that right after the China war (1894-5) the prices rose 
all of a sudden, so that serious disadvantages were felt in our foreign 
trade. According to statistics the prices of commodities last year 
(1896) were on an average thirty per cent, higher than in 1888 (21st 
year of Meiji) and twenty six per cent, higher than they were im- 
mediately before the war. It may be necessary to refer here very 
briefly to the causes of this rise. Some have attributed this rise solely to 
the expansion of currency. The volume of the currency of the country 
it is true has expanded more or less, but when we consider the large 
amount of money sent to China, Korea and Formosa, and make allowance 
for the development of industrial and commercial enterprises throughout 
the country as well as the growth of foreign commerce, we can not 
believe that this rise of prices is solely the result of the expansion of 
currency. In seeking then for the principal causes of this rise of prices, 
we must admit that while the increase of the demand for commodities is 
one cause, the depreciation of silver is also another. Even granting that 
the causes are manifold and cannot be definitely stated, the fact must be 
recognized that the prices have risen remarkably, and produced results 
very unfavourable to our trade. The consequence is that in 1896 
(29th year of Meiji), — though perhaps that year ought to be regarded as 
an exception, being the year after the close of the War — there occurred 
the astonishing excess of imports over exports to the amount of 53 
million yen. I trust, gentlemen, that I have made it tolerably clear 
that whether we take into consideration the creation of the gold rescr\'e 
or the rLse of the price of commodities, the present moment offers a 
unique opportunity for the a<loption of a gold standard. Let me proceed 
now to explain the plans and measures necessary for the reform of our 
monetary system. 

In attempting the reform of our existing monetary system there are 
two important questions we must consider. These arc: first, of what kinds 
shall the new gold coins be? and secondly, how shall the standard silver 
coin hitherto in use be disposed of .?^ Besides, a thing to be especially 
borne in mind in framing the reform programme is the need of a precaution 
against causing disturbance in the price of commodities, in the relation 
between debtors and creditors, in the burden of taxation, or in any other 
existing relations of the community. Now such a precaution has been 
fully taken and it has been decided in regard to the first point mentioned 
above that the unit of the new coinage should be a gold one-yen exactly 
equal in value to the present silver yen. Then the question how to deter- 
mine this gold equivalent of the silver yen, being a very important one, 
much consideration was devoted to the subject. It was thought by some 
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that an average ratio between gold and silver for several consecutive years 
back would answer the purpose. But it was easily seen that not only was 
it a very difficult matter to find an average price for a thing like silver 
which was subject to such sudden fluctuations, but such an average when 
taken would not fit in with the real economic conditions of to-day. 
There was therefore no other alternative but to rely upon the latest 
market quotations. And since the adoption by our country of gold 
monometallism will, if assured, tend more or less to enhance the price of 
gold, it will be necessary to anticipate future fluctuations by appraising 
gold at a slightly higher rate than it actually commands at present. 
The average price of silver bars in London in January of this year was at 
the rate of one of gold to less than 32 of silver; but it w^ould be well to 
raise the rate for our purpose a little and fix it at one of gold to 32 and 
a fraction of silver. The old one yen gold will then become exactly 
double the value of the new, and that fact will afford great convenience 
in the concurrent circulation of the old and the new gold pieces. Our 
reason for determining the relative price of gold and silver by the quota- 
tion prevailing not in this country but in London is that gold currency 
has long since ceased to circulate here, so that its price is naturally lower 
than it Ls abroad. It may be urged by some that this appraising of gold 
at a higher rate, however slight, will raise the price of commodities in 
proportion to its excess over the actual silver price of that metal ; but it 
does not seem to me that any such consequences will actually follow. 

I feel convinced that the revision of our coinage system, if it proceed on 
the alK)vc lines, will not disturb the price of commodities, the rate of 
wages, the relation between creditors and debtors, tlic burden of taxation 
or other relationships of whatever kind. 

The second point that needs to be carefully considered, as mentioned 
above, is the question of the disposal of the silver yen. Now the silver 
yen has been in universal circulation throughout the country as legal 
tender since the 11th year of 3Ielji (1878), so that it will be impossible 
to retire it altogether at once. It would l)e necessary to allow its circu- 
lation for some time to come. The plan of the Grovernment is, however, 
to withdraw it from circulation as soon as possible. And since there will 
be coined and i&sued fiftv sen silver coin and others of smaller denomina- 
tions, to take the place of l-yen silver coins to be retired, and since 
besides one yen convertible notes will be retained in circulation for some 
time longer, it Ls expected that no inconvenience will be felt on account 
of the retirement of the silver yen. The Government intends to reduce 
gradually the amount of these l-^yen convertible notes, according as their 
need grows less in the future. 

I may here state in passing that simultaneously with the further 
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growth of industry in the country, which may now be confidently ex- 
pected, an increased supply of subsidiary currency will become necessary, 
and if the silver yen retired are replaced by the subsidiary coins to be 
issued, it will doubtless help to keep firm the basis of our monetary system. 
Thus the silver yen will be withdrawn and the convertible bank note 
will be made exchangeable w^ith gold, instead of silver as hitherto. 
Yet concerning the metallic reserve of the Bank of Japan, the plan of 
the Government is to allow, in imitation of the example set by the 
Bank of England Act, the addition of a limited amount of silver to the 
gold reserve, with the view to providing for future contingencies. I 
ought merely to mention before the House that since the existing mone- 
tary Regulations have been found to be incomplete, it is the intention 
of the Government to introduce several amendments, but I will not take 
up your time with those details since they will be duly brought to your 
notice through the various drafts of the Laws introduced in this connec- 
tion. 

I wish now to say a few words with respect to the various fears that 
are being entertained on the subject of coinage reform. First, it Ls said 
that the amount of the silver yen exported from this country is very 
great, the actual amount up to January last being over 112,000,000 yen, 
so that there is grave danger of these silver coins being imported back 
and the new gold coins exported instexid. Now these silver coins ex- 
ported from this country, however, have gone as is well known mostly 
to China where they are treated practically as bullion, their faces being so 
defaced in most cases that they can no longer be used as current coins 
at home. Actual inquiries made in China show that there are very few 
undisfigured ones abroad, except at Hongkong, Singapore, and the 
neighboring regions. And since in these places the silver yen is being 
used in daily transactions, I do not think it will be brought back for 
exchange in any large amount. Indeed I have ascertained from latest 
reports that the amount of the undisfigured coins is really very small. 
Moreover, the value of the silver ye7i in relation to the new gold yen 
will be found to be fixed at a lower figure than the current quotations, 
which will offer little inducement for the exchange of silver yai with 
gold. In a word, I am firmly convinced that the amount presented for 
exchange will be extremely slight, and that there will be no great drain 
of gold. 

Some anxiety has been felt also on the possibility that ample as the 
gold reserve is at present, it might be found difficult to maintain it at 
the same figure in the future. But if no increase in the productive and 
exporting capacity of the country take place, similar apprehensions will 
have to be entertained even if we retained the silver standard. Since, 
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however, the past progress of our country justifies our confidence in tlie 
increasing prosperity of our trade and industry, I consider that tliis kind of 
anxiety is quite groundless. Leaving out of account such an excei)tional 
year as the last, we find that while the average annual excess of the im- 
ports from silver using countries during the last eight years, beginning with 
1888 (21st year of Meiji), was over 10,500,000 yeriy the average excess 
of the exports to gold-using countries during the same i>eriod was over 
11,000,000 yen. Thus we receive more in gold than we pay in silver; 
and on the assumption that this proportion will be maintained there is 
no cause for apprehension. Since, moreover, our country is connected 
on account of its geographical position with the gold producing countries 
like Australia and California and as gold is annually exported from 
China and Korea, we shall not find much difficulty in obtaining gold, if 
we only take the necessary steps to do so. 

Secondly, anxiety is also felt in some quarters on account of our 
foreign trade. It is probable that the trade of our country has benefited 
more or less by the depreciation of silver until the extraordinary rise of 
prices and wages. But this can only be temporarj", for such benefits will 
dLsapfyear when the prices and wages rise to the same extent as silver has 
depreciated . Remarkable as has been the recent development of our trade 
it is not attributable to the depreciation of silver alone, but is I believe 
also due to the increased facilities for transport and communication and 
to the progress of education. When, therefore, the price of commodi- 
ties is as high as it is now, so far are we from reaping any benefits 
from the depreciation of silver, we are likely on the contrary to get 
therefrom nothing but disadvantage. Nor do I think that in our competi- 
tion with gold-asing countries in the trade of the silver-using countries 
like China, there is any danger in the event of our adopting a gold 
standard of our failing to retain our vantage ground with our cheaper 
labour and greater proximity to those Oriental market**. 

Again, fears have been expressed that, in the event of a still further 
depreciation of silver, we would be handicapped in competing with 
China's silk and tea in the markets of gold countries. But it seems to 
me that any such disadvantage would be merely temporary and amply 
compensated for by the advantages of c;njoying a more stiible exchange 
rate, as well as of other permanent benefits resulting from the adoption 
of the gold standard. Similar fears were entertained by some members of 
the Indian Coinage Reform Commission ; but it was ultimately decided 
by that commission that such fears were groundless. 

It is impossible in this world in taking up any question to be abso- 
lutely free from objection. Especially is this the case with the question 
of coinage reform, which has been discussed in every countrj^ of the 
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world. The most common objection is that advanced by men who 
advocate the silver standard, who desire to maintain as far as i>ossible 
the existing system in our country. But I have already stated quite 
fully the reasons which show that the further maintenance of a silver 
standard under the present fluctuating condition of silver would certain- 
ly obstruct the future development of our country. The next strongest 
opposition is offered by bi-metallists. Bi-metallism is strenuously advo- 
cated in Europe and America, by many economists and by merchants 
engaged in Oriental trade ; but it is a theory difficult to put into practice. 
It practically leads to the adoption of an alternate standard, and can 
not possibly be carried out single-handed by any one country. 

I must here touch on the subject of the International Monetary Con- 
ference, which has been frequently convened with the object of upholding 
the price of silver and of carrying out bi-metallism. Its labours have 
so far been fruitless. The last conference was held at Brussels in 1892 
(25th year of Meiji), at the suggestion of the United States of America, 
the country most directly interested in the prospects of silver, and was 
attended by the delegates of twenty countries; but it closed without 
arriving at any decision. Year before last, it was proposed to hold 
another International Monetary Conference ; but nothing has yet come 
of the proposal. There is little hope, even in the event of another 
conference being convened, of its coming to any effective conclusion. 
Since moreover England, the most influential of the powers, revised the 
Indian coinage system in the years following that of the International 
Conference at Brussels, the probability of the universal adoption of bi- 
metallism has been still further diminished. Even supposing that an 
international monetary union wdll be suc^*essfully formed on the bi-metal- 
lic basis, we shall find ourselves under no disadvantage if we have 
adopted the gold standard. In short, bi-metallism cannot be carried out 
without international cooperation ; but since such cooperation is difiicult 
to bring about, we cannot defer so important a matter as the one now 
under consideration, on the expectation of a mere chance of the eventual 
adoption of bi-metallism. From these circumstances it will be readily 
perceiveil that there is really little to justify fear or opposition. 

I will now briefly recapitulate the reasons which necessitate the reform 
of our coinage system and the advantages accruing therefrom. The 
chief economic advantage lies in the freedom from fluctuations in the 
price of commodities. By the adoption of gold as our monetary basis, 
the variability of the standard to which the price of commodities is refer- 
able will be lessened, and consequently we shall become exempt from the 
present constant fluctuations. An unrestricted appreciation, it is true, 
may for a time cause an apparently prosperous state of things; but as the 
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prices of raw materials and wages will be gradually affected thereby, the 
result will be crippled production and reduced export. A sudden fall 
of price, on the other hand, will prove injurious to both commerce and 
monetary circulation. At any rate freedom from sudden fluctuations is 
most desirable ; but such fluctuations are inevitable with the silver stan- 
dard and can be, it seems to me, avoided only l>y the adoption of the 
gold standard. 

The second advantage lies in the increase of the exports. If our 
standard is gold, there will be especial facilities in our commercial tran- 
sactions witli the countries having the same stiuidard, and as the fluctua- 
tions in prices will be avoided, our productive power will be developed 
and our exports trade consequently augmented. There will also be the 
advantage arising from the diminished fluctuations of the rate of ex- 
change. Our country is now as a silver country affected constantly by 
changes in the price of silver, and suffers great commercial injuries 
through constantly shifting rates of exchange. Such evils can be at 
once removed by the adoption a gold standard. Finally, there is the 
advantage of extending the sphere of our monetary circulation. The 
progress which the country is making impresses upon us more and more 
the necessity of holding close communications with the market of the 
world, but as it is present we are completely cut oft* from the foreign 
market in the matter of monetary circulation. I am however confident 
that the establishment of our monetary system on a gold basis will 
induce greater facilities of circulation Ixjtween the money-markets of 
our country and those of Europe and America. Great convenience will 
also be felt in matters connected with our national finance. But the 
question of a monetary standard is one directly affecting national econo- 
my, so that the consideration of financial convenience ought not to form 
the most important reason for its determination. 

Now, gentlemen, after a diligent study of our natiimal history since 
the Keicho era, a careful survev of the actual state of affairs at home 
and abroad, and a prudent anticipation of the future, we propose to 
adopt the gold standard with a view to solidifying our monetary basis 
and assuring the healthy economic development of our country. An 
established opinion exists in the leading countries of the world with 
respect to the principle underlying this question. Austria has solved 
the problem even by raising a loan; and notwithstanding the arguments 
adduced more or less in favour of bi-metallism, there can not be the least 
doubt that the claims of gold monometallism as a practical question rest 
on good reasons. 

Moreover, tlie gold which shall soon be in our possession if left 
uncared for will be absorbed by other countries, and when it once leave us 
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we will find it difficult to recover. We should therefore, now that we have 
facilities for the absorption of gold, begin at once to carry out the new 
measure. Any hesitation at the present juncture would result in financial 
insecurity and no small injury to the country. As this is a question 
of such vital importance to the State, which has been already fully 
sifted by the Investigation Commission including in its membership 
several gentlemen from both Houses of the Diet, I trust that after due 
deliberation you will speedily approve the measure. 

These bills now introduced to the House of Representatives 
were entrusted to a committee of twenty seven members, who 
approved them as a whole. The committee reported on the 
bill to the House on the 10th day of March. During the 
discussion that followed there were a few opinions advanced in 
opposition and some attempts were made at amendment, but in 
the end these bills were passed in the House as a whole, with- 
out amendment, and were forwarded duly to the House of 
Peers. 

In the House of Peers these bills went into first reading on 
the 15th day of March and w^ere entrusted to a committee 
of fifteen members, who reported on them to the House on the 
23rd, and the bills were passed by the House of Peers also 
without a single amendment. 

In this way were the Coinage Law and the subsidiary laws 
passed by the Diet, and after receiving the August Sanction 
were promulgated on the 26th day of March, 1897 (30th year 
of Meiji). The following are the texts of these laws : — 



Laic No, XVI of the ^6th day of March of the 30th year 

of Meiji {1897) 



The Coinage Laic. 

Art. I. The power of minting and issuing coins belongs to the 

Government. 
Art. II. The weight of two fdn of pure gold shall be the unit of 

the coinage and shall be called yen. 
Art. III. The coins shall be of nine denominations as follows: — 
Gold Coin — consisting of 'lO-yen, lO-yen and dryen pieces; 
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Silver Coin — consisting of 50-5en, 20-8eri and lO-sen pieces; 

Nickel Coin — consisting of d-sen pieces ; 

Bronze Coin— consisting of l-se?i and 5-nn pieces; 

Art. IV. The decimal method shall be followed in the calculation 
of coinage; one hundredth part of one yen being called sen, 
and one tenth part of one sen being called rin. 

Art. V. The quality of the coins shall be as follows : — 

1. Grold coin — 900 parts of pure gold and 100 parts of 
copper; 

2. Silver coin — 800 parts of pure silver and 200 parts of 
copper; 

3. Nickel coin — 250 parts of nickel and 750 parts of cop- 
per; 

4. Bronze coin — 950 parts of copper, 40 parts of tin and 
10 parts of zinc. 

Art. VI. The weight of the coins shall be as follows : — 

1. The 20-yen gold piece shall weigh 4 momme, 4 fun, 4 rin, 
4.4 mo (or grammes 16.6665); 

2. The 10-yen gold piece shall weigh 2 momme, 2 fun, 2 rin, 
2.2 mo (or grammes 8.3333); 

3. The 5-yen gold piece shall weigh 1 m>omm£, 1 fun, 1 rin, 
and 1.1 mo (or grammes 4.1666); 

4. The dO-sen silver piece shall weigh 3 momme, 5 fun, 9 rin, 
and 4.2 mo (or grammes 13.4783); 

6. The 20-«en silver piece shall weigh 1 momm^e, 4 fun, 3 rin, 
and 7.7 mx) (or grammes 5.3914); 

6. The lO'Sen silver piece shall weigh 7 fun, 1 rin, and 8.8 mo 
(or grammes 2.6956); 

7. The nickel piece shall weigh 1 inomme, 2 fun, 4 rin, and 
4.1 mo (or grammes 4.6654); 

8. The l-sen bronze piece shall weigh 1 m4)mm£, 9 fun, and 
0.8 mx) (or grammes 7.1280); 

9. The 5-nn bronze piece shall weigh 9 fun, 5 rin and 0.4 mx) 
(or grammes 3.5640). 

Art. VII. The gold coins shall be legal tender to any amount. 
The silver coins shall be legal tender up to the amount of 10 
yen. The nickel and bronze coins shall be legal tender up to 
amount of one yen. ' 

Art. VIII. The forms of coins shall be fixed by Imperial Or- 
dinance. 

10 
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Art. IX. The legal limit of deviation in fineness shall be Yiooo i^ 

the case of gold coin and ^looo ^ ^^^ ^^^^^e of silver coin. 
Art. X. The legal limit of deviation in weight shall be as follows: — 
20-yen gold coin — 0.00864 momme (0.0324 grammes), or 

0.83 momine (3.1125 grammes) for 1000 pieces; 
lO-yeii gold coin — 0.00605 momme (0.02269 grammes) or 

0.62 momme (2.325 grammes) for 1000 pieces; 
5-yen gold coin — 0.00432 momme (0.0162 grammes)^ or 
0.41 momme (1.5375 grammes) for 1000 pieces. 
In the case of silver coin, the legal limit of deviation 
in weight shall be 0.02692 m(ymm>e (0.0972 grammes) for 
each piece; or 1.24 momme (4.65 grammes) for 1000 pieces 
of 50'8en, 0.83 momme (3.1125 grammes) for 1000 pieces of 
20-scri, and 0.41 momme (1.5375 grammes) for 1000 pieces 
of IQ'sen, 
Art. XI. The minimum circulating weights of gold coin shall be 
as follows : — 

20-yen piece == 4.42 (or 16.575) 

10-2^cn piece =2.21 (or 8.2875) 

d-yen piece = 1.105 (or 4.1438) 

Art. XII. If, in consequence of abrasion from circulation^ any of 
the gold coins fall below the minimum circulating weight, or 
if any of the silver, nickel and bronze coins become visibly 
reduced owing to the same cause, or if coins become inconveni- 
ent for purposes of circulation, the Government shall exchange 
such coins for others of the same face value without making 
any charge. 

Art. XIII. If the design upon a coin becomes difficult to distin- 
guish, or if it has been privately stamped or otherwise inten- 
tionally defaced, it shall no longer be treated as coin. 

Art. XIV. Should any person deposit gold bullion and apply to 
have it minted into gold coin, the Government shall grant the 
application. 

Appendix : — 

Art. XV. The gold coins already issued shall circulate at double 
the value of the gold coins to be issued under the provisions of 
this law. 
Art. XVI. The l-ym silver coin hitherto issued shall be gradually 
exchanged for gold coin, according to the convenience of the 
Government, at the rate of one gold yen for one silver yen. 
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Pending the completion of that exchange, l-yen silver coin 
shall be legal tender to any amount, at the rate of one silver 
yen for one gold yen ; and the prohibition of their circulation 
shall be announced six months in advance by Imperial Or- 
dinance. If these coins are not presented for exchange within 
the period of five full years, reckoning from the day on which 
their circulation is prohibited, they shall be regarded thence- 
forth as bullion. 

Art. XVII. The 5-«en silver coin and the copper coins hitherto 
issued shall continue in circulation as before. 

Art, XVIII. From the day of the promulgation of this law, the 
minting of the silver 1-yen shall cease ; but this prohibition shall 
not apply to silver bullion deposited at the Government Mint 
prior to that date. 

Art XIX. All laws or ordinances hitherto issued that conflict with 
the provisions of this Law are hereby rescinded. 

Art. XX. With the exception of Art. XVIII this law shall go 
into operation from the 1st day of October of the 30th year 
of Meiji (1897). 

Law No, XVII of the S6th day of March of the SOth year 

of Meiji {1897). 



Regulations concerning the Special Comptabilite of the 

Coinage Adjustment Fund, 

Art. I. The Government shall set apart a fund for the exchange 
and retirement of one yen silver coin and of coins inconveni- 
ent for circulation ; the fund shall be called the Coinage Ad- 
justment Fund, and its income and expenditures kept as special 
comptabilite^ separate from the General Account of the Govern- 
ment. 

Art. II. All profits arising from seigniorage and other items at the 
Mint, resulting under a special comptabilite after the 30th year 
of Meiji, shall be turned into the Coinage Adjustment Fund. 

Art. III. When l-yen silver coin withdrawn from circulation 
through exchange or other coins withdrawn from circulation on 
account of their inconvenience are to be sold as bullion, such 
sales may be transacted by the Government by any contract 
it may choose to enter into. 

Art. IV. At the close of each fiscal year, if there be found a surplus 
in the account of the Special Comjylabilite of the Coinage Ad- 
justment Fund, that surplus shall be added to the Fund itself. 
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Art. V. The Government shall make an estimate of the annual 
income and expenditure of the Special Oomptabilile of the 
Coinage Adjustment Fnnd and present it to the Imperial Diet 

Art. VI. The rules concerning the income and expenditure of the 
Coinage Adjustment Fund shall be determined by Imperial 
Ordinance. 

Law No. XVIII of the S6th day of March of ike 30th year 

of Meiji (1897). 

The Convertible Bank Note R^ulations^ issued by Imperial Or- 
dinance No. XVIII of the 17th year of Meiji (1884), shall be amended 
in the following particulars : — 

(1) The term " silver coin ^^ found under Art. I shall be changed 
to " gold coin." 

(2) The following sentence shall be added to the 1st paragraph of 
Art. II :— 

" The silver coins and silver bullion shall not exceed one 
fourth of the entire amount of the conversion reserve. 

(3) The term "gold and silver coins ^^ found under Art. VII shall 
be changed to " gold coins." 

Appendix:— 

This law shall go into operation on the 1st day of October of the 
30th year of Meiji. 

Law No. XIX of the 26th day of March of the 30th year 

of Meiji {1897). 

The term "silver coins" found in Imperial Ordinance No. XIV of 
the 18th year of Meiji (1885) shall be changed to "gold coins." 

Appendix : — 

This law shall go into operation on the 1st day of October of the 
30th year of Meiji. 

Law No. XX of the 26th day of March of the 30th year 

of Meiji {1897). 

Imperial Ordinance No. XXXV of the 12th year of Meiji is hereby 
rescinded. 

Now such being the Coinage Law and the subsidiary 
laws, the main points in the practical scheme of executing the 
reform set on foot by the Finance Minister may be stated as 
follows : — 
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I. To mint the new gold coins with gold bullion bought 

with the Chinese indemnity money. 
II. To exchange with gold coin the one-ye7i silver coins 
and the silver promissory notes of the Mint previously 
issued. 

Now that gold was made the standard of coinage ac- 
cording to the Coinage Law, it is very clear that the 
silver one-yen which had hitherto occupied the position 
of the unit of coinage ought to be exchanged for 
gold coins. Should, however, the actual amount of 
these silver yen brought in for exchange exceed their 
estimated amount, it would not only be impossible to 
accomplish the work of exchange, but also the latter 
fact would at once destroy the very basis of the new 
coinage system. For this reason careful researches were 
made as to the amount of the silver yen which would be 
brought in for exchange with gold coins. 
The estimated amounts stood as follows : — 

yen 

l-yeii silver coin circulating at home . 39,320,000 
„ „ „ that would be brought 

back from abroad for exchange . . 10,000,000 

Silver bullion corresponding to the pro- 
missory notes of the Mint .... 30,000,000 
Total ' . 79,320,000 

III. As to the method of disposal of the silver yen with- 
drawn from circulation : 

The total amount of the silver yen to be exchanged, 
some 79 millions in all according to the estimate in the 
preceding paragraph, shall be disposed of partly by 
minting them into subsidiary coins, according to the 
purposes explained under paragraph V, and partly by 
transporting them abroad for sale after disfiguring them 
so as to make them legally unfit for circulation at home. 

IV. As to the disposal of the silver bullion corresponding 
to the promissory notes of the Mint : 

Although with the promulgation of the Coinage Law 
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(of 1897) the further coining of silver yen was to 
cease, there must be provided a means for the disposal 
of the silver bullion corresponding to the promissory 
notes of the Mint. It was intended now to dispose of 
it in the same way as silver yen, by partly devoting it 
to minting subsidiary coins and partly selling it abroad. 
V. To make an increased issue of subsidiary silver coins : 
the gold piece which would correspond to one yen if 
coined would be so small in weight as to be inconvenient 
for daily transaction. For this reason no provision was 
made in the Coinage Law for the minting of l-yen gold 
pieces. Yet in order to keep firm the foundations of our 
coinage system, the people must be supplied with hard 
money for purposes of small daily transactions. There 
was therefore the more need of making an increased issue 
of subsidiary coins, since not only were the Government 
paper money and national bank notes to be retired, but 
the convertible one-yen notes, which were being largely 
used in the smaller transactions among the people, were 
to be reduced in amount. For these reasons it was now 
planned to make the increased issue of subsidiary coins, 
consisting of 60-sen and other smaller coins. 
Such in general were the lines of policy according to which 
the Coinage Law was carried into operation. 
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CHAFTFB V. 

THE LAWS AND OEDINANCES RELATING TO THE CARE7ING 
INTO OPERATION OF THE COINAGE LAW. 

The Government, on the promulgation of the Coinage Law 
and the subsidiary laws, commenced at once to carry their pro- 
visions into effect. The Laws and Ordinances which were 
issued in connection with this work are given in the present 
chapter under different sections. 



SECTION I. 

Various Regulations in connection with Mintingr. 

The Government now saw the necessity of making revisions 
in the Mint Regulations. It was thought best to separate the 
regulations concerning minting from those concerning the 
refining and certifying of gold and silver bullion, both of which 
had been mixed together in the old Mint Regulations. For 
this reason, the Regulations concerning Minting was issued 
by Imperial Ordinance No. CXXXVIII of the 30th of April 
1897 (30th year of Meiji), and the Regulations concerning 
the Refining and certifying of Gold and Silver Bullion, by 
Imperial Ordinance No. CXXXIX of the same date. 

Imperial Ordinance No. CXXXVIII of the 30th day of April 

of the 30th year of Meiji {1897). 



The lieguhUions Concerning Minting. 

Art. I. Any individual who desires to have gold coins minted 
shall deposit gold bullion at the Mint. 

Art. II. The bullion accepted at the Mint for the purpose of coinage 
shall contain 990 or more parts of pure gold in 1,000 and shall 
not contain as alloy substances injurious to minting; if however 
the alloy is all copper, the required fineness of the bullion may 
be 900 or more. 

Art. III. The bullion accepted for the purpose of coinage shall be 
more than 100 momme in weight. No such limitation in weight 
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shall apply when application for minting is made according to 
the provisions of the Regulations concerning the Refining and 
Certifying of Gold and Silver Bullion. 

Art. IV. The bullion deposited at the Mint shall be first weighed 
in the presence of the depositor or his representative, and the 
deposit certificate handed over in exchange. 

Art. V. The fineness and quality of the bullion shall be determined 
by a proper process of testing. 

Art. VI. When the bullion has been tested, a written estimate 
concerning its minting, together with the table showing the 
result of the testing, shall be sent to the depositor. 

Art. VII. If the depositor, on receipt of the documents mentioned 
in the previous article, has no objection, he shall bring the 
deposit certificate to the Mint to be exchanged for the silver 
promissory notes of the Mint. If he has objections he shall 
make those objections known within three days; but if no such 
objections are raised within three days, that fact shall be 
interpreted to mean that the depositor has acquiesced in the 
result of the testing as reported by the Mint. 

Art. VIII. When the depositor, according to the provisions of the 
preceeding article makes known his objections, the deposited 
bullion shall be returned to him. In such cases the Govern- 
ment shall demand as a fee three yen for every 4 hcan of the 
bullion and for every fraction of the same. 

Art. IX. The loss from melting of the deposited bullion shall be 
charged to the account of the depositor. 

Art. X. No deposit of bullion shall be accepted at the Mint on 
general holidays, nor during the interval between the 16th of 
March and the 31st of the same month. Moreover, if it should 
be found uecxjssary during other times to make a temporary 
suspension of receiving deposits, that fact shall be notified to 
the public by the Minister of Finance. 

Appendix: — 

This law shall go into effect on the day of its promulgation. 

Imperial Ordinance No, CXXXIX of the 30th day of April 

of the 30th year of Meiji {1897), 



Regulaiions concerning the Refining, and the Issuing of Certificates 
as to the Quality, of Gold or Silver Bullion. 

Art. I. The Mint shall at the request of any individual, refine gold 
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or silver bnllion and issue certificates as to its quality, in 
accordance with the provisions of these Regulations. 

Art. II. The bullion deposited to be refined, or to have its quality 
certified, shall contain 750 parts or more of gold or silver in 
1000, and be 100 momme or more in weight. 

If the bullion is a mixture of gold and silver, it shall 
contain 750 parts or more of both metals. 

Art. III. The bullion deposited shall be weighed in the presence 
of the depositor or his agent, a receipt being handed over in 
exchange. 

Art. IV. The bullion deposited to have its quality certified shall 
be cast into mint-bars, and together with the certificate of its 
quality shall be handed over to the depositor. 

When the bullion is a mixture of gold and silver, or when 
it can not be cast into mint-bars unless first refined, it shall be 
first refined, and after that its certificate made out. 

Art. V. The mint-bar of either gold or silver produced at the Mint 
shall be 100 momme or more in weight. 

Art. VI. When the owner of the bullion which is deposited at the 
Mint for the purpose of being refined desires that, in addition 
to its being refined, he shall receive a certificate of its quality 
or that the gold or silver contained in that bullion be minted 
into coins, such desires shall be made known when the deposit 
is made. 

Art. VII. When the depositor desires the bullion to be returned 
after being tested, without having it refined or a certificate of 
its quality made out, the Mint shall require the payment of a 
fee of two yen for each piece of bullion. 

Art. VIII. Any loss from melting in the weight of the bullion 
shall be charged to the account of its depositor. 

Art. IX. The Mint shall levy three yen as a fee for issuing the 
certificate concerning the quality of bullion, for every 4 kwan 
or its fraction in the case of gold, or for every 8 kwan or its 
fraction in the case of silver. 

Art. X. The Mint shall levy fees for refining bullion at the follow- 
ing rates: — 

■ri 1 ir . • • OKA f 76 sen for each 100 momme 

r or bullion containing 950 I n 1 1 

or more parts of gold or < ^/^ '^n x. \nrk 
•1 -1 AAA I 20 sen lor each 100 momme 

silver in 1,000: I n -i 

' ' I of P^^^^ silver. 
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For bullion containing 900 
or more parts of gold or 
silver in 1,000; 

For bullion containing 850 
or more parts of gold or 
silver in 1,000; 

For bullion containing 800 
or more parts of gold or 
silver in 1,000; 

For bullion containing 750 
or more parts of gold or 
silver in 1,000; 



80 sen for each 100 momme 

of pure gold, 
23 sen for each 100 momme 

of pure silver. 

91 sen for each 100 momme 

of pure gold, 
27 sen for each 100 momme 

of pure silver. 

1 yen for each 100 momm^ 

of pure gold, 
32 sen for each 100 momms 

of pure silver. 

1 yen and 10 sen for each 100 
monvme of pure gold, 

38 sen for each 100 momme 
of pure silver. 



Appendix: — 

These Regulations shall go into eifect on the day of their promulgation. 

In accordance with the foregoing Regulations, the Govern- 
ment issued the Method and Processes of receiving the Deposit 
of Bullion and paying out Coins in Exchange^ by Finance 
Department Notification No. XXVII; and the Method and 
Processes of Refiningy and of the Issuing of Certificates as to the 
Quality^ of Gold and Silver Bidlion, by Finance Department 
Notification No. XXVIII. 

These two notifications run as follows : — 



Finance Department Notification No. XXVII of the 5th day of 
May of the 30th year of Meiji {1897). 



Method and Processes of Receiving the Deposii of Bullion and Paying 

Old Chins in Exchange. 

Art. I. The bullion to be deposited in accordance with the Regula- 
tions concerning Minting shall be received either at the Mint 
at Osaka or at the Branch Office of the Mint in Tokio, accord- 
ing to the convenience of the depositor. 

The coins to be paid out in exchange shall be delivered either 
at the Central Office of Nippon Ginko in Tokio or at the 
Branch Office of that Bank in Osaka. 
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Shall pay 9 sen 
and 5 rin for every 
\QOym, 



1 
I 



Art. II. The depositor shall pay to the Mint the freight and in- 
surance fees, in accordance with the rates, fixed with reference 
to the difference in the places where the deposit of bullion is 
received and the coins in exchange are paid out, as follows : — 

The depositor who deposits bullion at the 

Osaka Mint and desires to have the coins 

delivered in Tokio, 

or 
The depositor who deposits bullion at the 

Branch Office of the Mint in Tokio and 

desires to have the coins delivered in 

Osaka, 

The depositor who deposits bullion at the 

Branch Office of the Mint in Tokio and [ Shall pay 19 sen 
desires to have the coins delivered in f for every 100 yen. 
Tokio, 

Art. III. The coins to be paid out in exchange for the bullion 
deposited shall be delivered as a rule within periods fixed as 
follows (when there is an over-crowding of deposited bullion, 
the periods may be otherwise fixed for the time being) : — 

[ 1. When deposited at the Osaka Mint: 
counting from the day after the process 
of testing is completed, if the coins are 
to be delivered in Osaka, — on the 5th 
dav ; or if the coins are to be delivered 
in Tokio, — on the 10th day. 

2. When deposited at the Branch Office 
of the Mint in Tokio: counting from 
the day after the process of testing is 
completed, if the coins are to be delivered 
in Tokio,— on the 20th day ; or if the 
coins are to be delivered in Osaka, — on 
the 10th day. 

1. When deposited at the Osaka Mint: 
counting from the day after the process 
of testing is completed, if the coins are 
to be delivered in Osaka, — on the 5th 
day ; or if the coins are to be delivered 
in Tokio, — on the 10th day. 

2. When deposited at the Branch Office 
of the Mint in Tokio: counting from 
the day after the process of testing is 
completed, if the coins are to be delivered 
in Tokio, — on the 20th day ; or if the 
coins are to be delivered in Osaka, — on 
the 10th day. 



The bullion fit to 
be immediately 
turned into 

coins, (irrespec- 
tive of its quan- 
tity) : 



) 



The bullion re- 
quiring both 
analysis and re- 
fining and con- ^ 
taining less 

than 5,000 yen 
worth of gold : 
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The bullion re- 
quiring both 
analysis and re- 
fining, and con- : 
taining less 

than 10,000 yen 
worth of gold : 



The bullion re- 
quiring both 
analysis and re- 
fining, and con- ^ 
taining less 

than 30,000 yen 
worth of gold : 



The bullion re- 
quiring both 
analysis and re- 
fining, and con- < 

. taining less 

than 70,000 yen 
worth of gold : 



The bullion re- 
quiring both 
analysis and re- 
fining and con- 
taining more 
than 70,000 yen \ 
worth of gold : | 



' 1. When deposited at the Osaka Mint: 
counting from the day after the process 
of testine is completed, if the coins are 
to be delivered in Osaka, — on the 10th 
day ; or if the coins are to be delivered 
in Tokio, — on the 15th day. 

2. When deposited at the Branch Office 
of the Mint in Tokio: counting from 
the day after the process of testing is 
completed, if the coins are to be delivered 
in Tokio, — on the 25th day ; or if the 
coins are to be delivered in Osaka, — on 
the 15th day. 

1. When deposited at the Osaka Mint: 
counting from the day after the process 
of testing is completed, if the coins are 
to be delivered in Osaka, — on the 15th 
day ; or if the coins are to be delivered 
in Tokio, — on the 20th day. 

2. When deposited at the Branch Office 
of the Mint in Tokio: counting from 
the day after the process of testing is 
completed, if the coins are to be delivered 
in Tokio, — on the 30th day; or if the 
coins are to be delivered in Osaka, — on 
the 20th day. 

1. When deposited at the Osaka Mint: 
counting from the day after the process 
of testing is completed, if the coins are 
to be delivered in Osaka, — on the 20th 
day ; or if the coins are to be delivered 
in Tokio, — on the 25th day. 

2. When deposited at the Branch Office 
of the Mint in Tokio: counting from 
the day aft«r the process of testing is 
completed, if the coins are to be delivered 
in Tokio, — on the 35th day ; or if the 
coins are to be delivered in Osaka,— on 
the 25th day. 

1. When deposited at the Osaka Mint: 
counting from the day after the process 
of testing is completed, if the coins are 
to be delivered in Osaka, — on the 25th 
day ; or if the coins are to be delivered 
in Tokio, — on the 30th day. 

2. When deposited at the Branch Office 
of the Mint in Tokio: counting from 
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the day after the process of testing is 
completed, if the coins are to be delivered 
in Tokio, — on the 40th day ; or if the 
coins are to be delivered in Osaka^ — on 
the 30th day. 



Finance Department Notijicaiion No. XXVIII of ilie 5th day 
of May of the 30th year of Meiji {1897). 

Method and Processes of the Refining , and of the Issuing of Certiftcaies 
as to the Quality, of Gold and Silver Bullion. 

Art. I. The bullion to be deposited in accordance with the Regula- 
tions concerning the Refining, and the issuing of Certificates as to 
the quality, of Gold and Silver Bullion shall be received either 
at the Mint at Osaka^ or at the Branch Office of the Mint in 
Tokio, according to the convenience of the depositor. 

The bullion shall be returned to the depositor on being re- 
fined or on the certificate of its quality being made out, either 
at the Mint at Osaka or the Branch Office of the Mint in Tokio. 

Art. II. The depositor shall pay to the Mint for the freight charges 
and insurance fees, in accordance with the rates which are fixed 
with reference to the diflFerence in the places where the deposit 
of bullion is received and the coins in exchange are paid out, 
as follows : 



For the bullion deposited at the 
Mint at Osaka, and returned 
at the Branch Office of the 
Mint in Tokio, 



or 



For the bullion deposited at the 
Branch Office of the Mint in 
Tokio, and returned at the Mint 
at Osaka ; 



For the bullion deposited at the 
Branch Office of the Mint in 
Tokio, and returned at the same 
place; 



1 . In the case of gold bul- 
lion, for each 100 momme 
of pure gold, — 23 sen, 
and 5 rin. 

2. In the case of silver 
bullion, for each 100 
momme of pure silver, — 2 
sen and 9 rin. 

1 . In the case of gold bul- 
lion, for each 100 momme 
of pure gold, — 47 sen 
and 1 rin. 

2. In the case of silver 
bullion, for each 100 
momm£ of pure silver, — 5 
sen and 9 rin. 



Art, III. The mint-bars corresponding to the bullion deposited, (in 
case the quantity does not come up to 100 momme, it shall be 
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returned in the shape of bullion, not l>eing made into a bar) 
shall be delivered as a rule within the periods mentioned below; 
in case however there is an over-crowding of deposits, the periods 
may be difierently fixed for the time being. 

1. The bullion which does not require refining, counting from 
the day after they are deposited, — on the 7th day. 

2. The bullion which require refining, wdthin periods as stated 
below : — 

1. When deposited at the Mint at Osaka: 
counting from the day after the process 
of testing is completed, if the bars are 
to be delivered at the Osaka Mint, — on 
the 15th day ; or if the bars are to be 
delivered at the Branch OflSce of the 
Mint in Tokio, — on the 20th day. 

2. When deposited at the Branch Office 
of the Mint in Tokio : counting from the 
day after the process of testing is com- 
pleted; if the bars are to be delivered 
at the Branch Office in Tokio, — on the 
30th day ; or if they are to be delivered 
at the Mint at Osaka, — on the 20th day. 



Pure gold, in quan- 
tity less than 
500 inomme, 



or 



Pure silver, in 
quantity less 
than 10 kwan, 



Pure gold, in quan- 
tity less than 1 
ktcaUj 



or 



Pure silver, in 
quantity less 
than 20 kwan, 



Pure gold, in quan- 
tltv less than 
3 hcan, 



or 



Pure silver, in 
quantity less 
than 60 hcany 



1 . When deposited at the Mint at Osaka : 
counting from the day after the process 
of testing is completed, if the bars are to 
be delivered at the Mint at Osaka, — on 
the 20th day ; or if they are to be deli- 
vered at the Tokio Branch Office, — on 
the 25th day. 

2. When deposited at the Tokio Branch 
Office : counting from the day after the 
process of testing is completed, if the 
bars are to be delivered at the Tokio 
Branch Office, — on the 35th day, or if 
the bars are to be delivered at the Osaka 
Mint,— on the 25th day. 

1 . When deposited at the Mint at Osaka : 
counting from the day after the process 
of testing is completed, if the bars are to 
be delivered at the Osaka Mint, — on 
the 25th dav : or if thev are to be deli- 
vered at the Tokio Branch Office, — on 
the 30th dav. 

• 

2. When deposited at the Tokio Branch 
Office : counting from the day after the 
process of testing is completed, if the 
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Pure gold, in quan- 
tity less than 
7 kwan, 



or 



Pure silver, in 
quantity less 
than 140 kican, 



Pure gold, in quan- 
tity above 7 
kwan, 



or 



Pure silver, in 
quantity above 
140 kwan. 



bars are to be delivered at the Tokio 
Branch Office, — on the 40th day ; or if 
they are to be delivered at the Mint at 
Osaka, — on the 30th day. 

1. When deposited at the Mint at Osaka : 
counting from the day after the process 
of testing is completed, if the bars are to 
be delivered at the Osaka Mint, — on the 
30th dav ; or if they are to be delivered 
at the Tokio Branch Office, — on the 
35th day. 

2. When deposited at the Tokio Branch 
Office : — counting from the day after the 
process of testing is completed, if the 
bars are to be delivered at the Tokio 
Branch Office, — on the 45th day ; or if 
they are to be delivered at the Mint at 
Osaka, — on the 35th day. 

1. When deposited at the Mint at Osaka: 
counting from the daj' afi«r the process 
of testing is completed, if the bars are to 
be delivered at the Mint at Osaka, — on 
the 35th day ; or if they are to be deli- 
vered at the Tokio Branch Office, — on 
the 40th dav. 

2. When deposited at the Tokio Branch 
Office : counting from the day after the 
process of testing is completed, if the 
bars are to be delivered at the Tokio 
Branch Office, — on the 50th day ; or if 
they are to be delivered at the Mint at 
Osaka, — on the 40th day. 



On the 21st of September, 1897 (30th year of Mdji), by 
Finance Department Notification No. LX, there were intro- 
duced in the Metlwd and Processes of receiving the Deposit of 
Bvllion and of paying out Coins in Exchange, the following 
amendments : — 



Finance DepaHment Notification No. LX of 21st day of Septanher 

of the 30th year of Mdji {1897). 

Amendments introduced in the Method and Processes of receiving 
the Deposit of Bullion and of paying out Coins in Exchange : — 

I. Under Article II, the rate of freight and insurance charges first 
named (i. e. 9 sen and 5 rin) shall be changed to 4 sax and 7 nn ; 
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and the rate second named (i. e. 19 sen) shall be changed to 9 8en 

and 5 rin. 
II. Under Article III, the different quantities mentioned of the 

pure gold contained in the bullion requiring analysis and refining 

shall be changed respectively as follows : — 

(1) 5,000 yen to 10,000 yen, (2) 10,000 yen to 20,000 yea, 
(3) 30,000 yen to 60,000 yen, (4) 70,000 yen to 140,000 yen, 
(5) 70,000 yen to 140,000 yen. 

On the 13th of February, 1899 (32nd year of Meiji), by 
Imperial Ordinance No. XXXVI, there was introduced in the 
Regulations concerning Minting, the following amendment : 

Imperial Ordinance No. XXXVI of 13th day of February 

of the S2nd year of Meiji {1899). 

The second article of the Regulaiiona concerning Minting shall be 
amended so as to read as follows : — 

Art. II. The bullion accepted at the Mint for the purpose of coinage, 
shall contain 990 or more parts of pure gold in 1,000, and shall 
not contain as alloy substances injurious to minting ; if however 
the alloy is all copper the required fineness shall be 898 or more 
parts of pure gold. 

On the same day as the preceding, by Imperial Ordinance 
No. XXXVII, there was introduced in the Regrdations con- 
ceming the Refining, and the Issuing of Certificates as to the 
Quality, of Gold and Silver Bullion, the following amendment : 

Imperial Ordinance No. XXXVII of Oie 13th day of February 

of the SSnd year of Meiji {1899) . 

The ninth article of the E^gviations concerning the Refining, and the 
Issuing of Gertiflcates as to the Quality, of Gold and Silver BvUion, shall 
be amended so as to read as follows : — 

Art. IX. The Mint shall levy two yen as a fee for issuing the cer- 
tificate of the quality of bullion, for every 4 kwan or its fraction in the 
case of gold, or for every 8 kwan or its fraction in the case of silver. 

Again on the same day as the preceding, by Imperial 
Ordinance No. XXXVIII, a change was effected in the rate 
of fees for refining bullion, as follows : — 
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Imperial Ordinance No. XXX VIII oj the IJlk day of February 
of the 32nd y<ar of Mclji {1899). 

Concerning tlie rate of fees for refining bullion, as :*t down under 
Art. X of the lUgulationH concerning the Refining, and the Ixsuing of 
Oniifieates as to the Qualitif, of Gold and Silver Bullion, it is hereby 
notified that no fees shall be levied for the time being in tlie case of 
gold bullion. 



SECTIOX II. 

Begrulations concerning the forms of coins. 
In accordance with the provisions of the Coinage Law, 
(Law No. XVI) of 1897, in which it is stated under Article 
VIII that the forms of coins shall be determined by Imperial 
Ordinance, there was issued on April loth, 1897, Imperial 
Ordinance No. CXLIV containing Regulations concerning 
the Forms of Coins. The Ordinance runs as follows : — 



Imperial Ordinance No. CXLIV of the 15th day of April 
of (he 30th year of Mrlji {1897). 

It is hereby ordained, in aecordance with the provisions of Art. 
VIII of the Coinage Ija\v', that the forms of eoins shall bo as follows: — 



Diameter 
(in "Kiokii' ibiakn) 




StandarJ Gold Coi 
20-yen 




4 Momme, 4/iiH, 4 rin, miil iA mo (or 1«.6C85 graiiitnos) 



900 ports (if pure goli 
100 parts of copper 
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Slnndurd Qold Coins (r.onliiuia}) 
lO-yen 




Diameter 
(in "Jiioitu" shxakii) 




2 Xomme, 2/iin, 2 n 



900 parts of pure gold 
100 ports of copper 




Diameter 
(ill "Kiokii" ihiakii) 



1 Jfommt, If On, I rin, nod 1.1 mo (or 4.1066 giBminea) 



900 ports of pure gold 
100 porta of copper 



Subsidist^ Bilver Coins 





Diameter 
(in "Kiohi" ahiaku) 



I tiiii and 2 ri 



S Afomme, 6 fUn, rin, nnd 4.S too (or 1S.4T6S gismmes) 



800 parts of pare siivi 
200 ports of copper 
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SiibRidiiiry Silver Coins leriiiliiiiinl) 




(in "Kiokn" Makii) 



T Ini niiJ 4 >i„ 



- - - — -I 

1 Xommr, AfUn, 8 riit, oaA 7.7 mo (or C.8914 graiumeg) 



800 parts of pure bHvci 
200 purts of copper 





Diameter ' - , j o ■ 

I.I'. • i> T- . 1 I '>"" C"" oriii 
Aiokn gmakii] i 

■Weiglit Tfi'"h 1 "'". ""'' ^-S ""> (<"■ 2>G!lJ>3 grnmnies) 

Qunlitj 

Sulwidinn- Sickel Coin 



HM ports of pure silver 
200 parts of copper 




l-WH 



-^ 



'^ 



Di&metpr 
(in "Kioku" shiakii) 



1 lit; (or J.G6G4 grammes) ; 



230 parts of nickel 
Tt'jO jmrls of cop|n.'r 
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SubsiJiary Copper Ci 
l-wni 



(in "AVofcii" nhiahi) 



Quality 



1 Mimtme, 0/iiii, and 0. 



050 [larlB of copper 
40 parts of tin 
10 pniix of zinc 






(in "Kioku" shiakit) 



I (ur S^lj40 gmninics) 



950 rorlB of copper 
40 parts of tin 

_ lOjkirts of zinc 



Oiie-"Kioku" »Maku= .904 foot. 
One-«tiit or '/]« sAnilii^ 1.193 inclies 
One-6ii=Vi««ii"* 



One-jMo='/]o '■'"• 



In regard to the designs on the faces of these coins now to 
be minted in accordance with the forms as thus set down, it 
was determined to replace with new and more elaborate ones 
the designs hitherto in vogue ; since the latter in the case of 
the gold coins left too much plain surface, which made them 
liable to be worn off, while in the case of the nickel coin the 
design was too simple altogether, which made it liable to be 
easily counterfeited. The desigus on the two varieties of bronze 
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coins (called copper coins in the foregoing Imperial Ordinance, 
i. e. No. CXLIV of 1897) had at first the same kind of designs 
as the copper pieces previously issued; but these designs being 
similar to the d&signs on the subsidiary silver coins, — namely of 
the varieties below 50-sejt piece, — were liable to be fraudulently 
altered. For this reason, the designs on the new bronze pieces 
were changed by Imperial Ordinance No. CCXVII of Septem- 
ber 20th, 1898 (31st year of Melji), which runs as follows : — 



Imperial Ordinmice No. CCXVII of the SOlh day of September 
of (he Slxl year of Meiji (1S9S). 

The t«rm "subsidiary copper coins" whicli occur in the Imperial 
Ordinance No. CXLIV of the 30th year of Meiji, concerning the Forms 
of Coins, shall be replaced by the term " subsidiary bronze coins," and 
the forms of l-se>i and 5-rin pieces thereiD set down shall be changed oa 
follows : — 



l~sen 





SECTION III. 

The BegnlatioDs concerning Coins inconvenient 
for circulation. 

In accordance with Art. XII of the Coinage Law (Law 
No. XVI of the 30th year of Meiji), where it is stated that the 
Government would exchange without fee coin.? inconvenient 
for circulation, the public was notified on the l6th of Sept- 
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ember of 1897 (30th year of Meiji)^ by Finance Department 
Notification No. LVIII, as to the places where the exchange 
would take place : — 

Finance Department Notification No, LVIII of the 16th day 
of September of tlie 30th year of Meiji {1897). 

The Government shall exchange the coins inconvenient for circula- 
tion, in accordance with the provisions of Art. XII of the Coinage Ijaw, 
(Law No. XVI of the 30th year of 3Ieiji), at the Central Government 
Treasury in Tokio, and also at the Government Treasury in Osaka. At 
other Government Treasuries^ if the application is made, the officials 
shall accommodate the applicant by getting the coins exchanged at the 
two places named above. 



SECTION IV. 

Regulations concerningr the exchange of 1-yen silver coins. 

In accordance with the Article XVI of the Coinage Law 
(Law No. XVI of the 30th year of Meiji)^ where it is provided 
that l-yen silver coins shall be exchanged gradually, at the 
rate of l-yen gold for l-yen silver, the Government now issued 
Regulations concerning the exchange of X-yen silver coins, 
by Finance Department Notification No. LXI of September 
21st, 1897. The Regulations run as follows : — 

Finance Department Notificaiion No, LXI of the ^Ist day 
of September of the 30th year of Meiji {1897). 

From the 1st day of October this year, l-yen silver coins hitherto 
issued shall be gradually exchanged with gold coins; persons desirous 
of having them thus exchanged may apply at the Central Government 
Treasury. The application may be made at the Yokohama Specie Bank 
and its branch oflBce at Kobe, both of which act as agencies for the 
Nippon Ginko, and the Government Treasuries in different parts of the 
country, where the officials in charge will accommodate the applicants 
by getting the coins exchanged at the Central Treasury. 

In regard to the circulation of l-yen silver coins there was 
issued on the 18th September, 1897, Imperial Ordinance No. 
CCCXXXVIII, as follows :— 
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Imperial Ordinance No, CCCXXXVIIT of the 18th day 
of September of the 30th year of Meiji (1897), 

The circulation of 1-ycn silver coins hitherto issued is prohibited after 
the 1st day of April of the 31st year of Meiji (1898). 

While the circulation of 1-yen silver coins was thus to cease 
altogether on April 1st, 1898, a term of full five years after 
those coins ceased to circulate was allowed for making their 
exchange. Yet on the other hand, when the actual state of 
affairs was studied soon after they ceased to circulate, as well 
as the state of affairs since October of the previous year (1897) 
at which date the Government had begun to make the ex- 
change, it was seen that the work of exchange had progressed 
with unexpected speed, so much so that there was no need to 
further continue making the exchange. In fact, there was not 
only no need but some danger that, if the five-year period 
was allowed to remain, counterfeit 1-yen pieces might be im- 
ported from abroad. For these reasons, already at the end 
of 1897 Count INIatsukata, Finance ]\Iinister at that time, 
presented to the Cabinet a draft of the law for the shortening 
of the period allowed for the exchange of l-yen silver coins.. 
Yet owing to the dissolution of the Imj^erial Diet, that draft 
was never laid l)efore the Houses. When Count Inouye suc- 
ceeded Count Matsukata as Finance Minister, he also saw the 
need of cutting short the five-year period, and the draft of 
the law to that effect laid before the extraordinary meeting of 
the Diet was passed by both Houses. The draft became Law 
No. V of the 10th of June of the 31st year of il/e///, and runs 
as follows : — 



Law No, V of the 10th day of June of the Jltit year 

of Meiji\l898), 

No exchange of l-yen silver coins shall take place after the 31st day 
of July of the 31st year of Meiji (181)8). 

While it had been the rule hitherto to exchange l-yen 
silver pieces only with gold coins, and transact the business 
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connected with that exchange only at the Central Trea- 
sury (the Treasuries in diflferent parts of the country simply 
accommodating themselves in assisting the applicants to get 
the exchange made at the Central Government Treasury), the 
Government regarded it necessary to make certain changes 
in connection with the process of exchange, in order to make 
sure that there should be no l-yen silver coins left over 
unexchanged on account of the shortening of the five-year 
period. These changes were embodied in Finance Depart- 
ment Notification No. XLIX of June loth, 1898, and are as 
follows: — 



Finance Dejjartment Notification No. XLIX of the 15th day of 
June of the Slnt year of Meiji {1898). 

I. Any person desirous of getting the Y-ycn silver coin exchanged 
for any kind of currency may apply during the period allowed for its 
exchange at any of the Government Treasuries and Sub-Treasuries. 

II. The \-yen silver coin may be used in the payment of taxes or 
in otherwise making payment to the Government during the period 
allowed for its exchange. 



SECTION V. 

Exiles for the Special Comptabilite of the Coinagre 

Adjustment Fund. 

With the object of facilitating the exchange and with- 
drawal from circulation of the l-yen silver coin, there was 
issued by Law No. XVII of the 30th year of 3Ieijiy Regulations 
Concerning the Special Comptabilite of the Coinage Adjtistment 
Fund. In Article VI of those Regulations, it is stated that 
the Government shall further make rules concerning the 
receipts and expenditures of that fund. In accordance with 
these provisions there was issued on April 24th, 1897, by 
Imperial Ordinance No. CXXVIII of the 30th year of 
Meijiy the Rides for the Special Comptabilite of the Coinage 
Adjustment Fund, which run as follows : — 
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Imjierial Ordinance No, CXXVIII of the 24ih day of April 

of the SOth year of Meiji {1897). 



Rules for the Special Gomptabilite of the 
Coinage Adjustment Fund. 

Art. I. The income of the Coinage Adjustment Fund shall consist 
of the moneys received from the sale of bullion, and its expen- 
ditures shall consist of the amounts disbursed in making the 
exchange of coins. 

Art. II. The Minister of Finance shall annually prepare an estimate 
of incomes and expenditures concerning the Fund, as also the 
settled account of the same, and take steps to present them 'both 
before the Imperial Diet. 

Art. III. The 31st day of March shall be the last day on which the 
incomes are received and the orders for payments are issued for 
each fiscal year. 

Art. IV. The Minister of Finance shall prepare after the close of 
each fiscal year, i. e. after the 31st day of March, a balance 
sheet of incomes and expenditures for the fiscal year just closed, 
and subjoin it to the estimates of the incomes and expenditures, 
i. e. for the year after next. 

Art. V. The following items shall be set down as belonging to the 
income side in the account of Incomes and Expenditures. 

1. Incomes actually received. 

2. Incomes not yet actually received. 

3. Cash belonging to the Fund, transferred from the account 
of the previous year. 

4. Amount received on account of seigniorage and other items 
of profit at the Government Mint. 

5. Value of the entire amount of bullion. 

Art. VI. The following items shall be set down as belonging to the 
expenditure side in the account of the Incomes and Expendi- 
tures : — 

1. Items of expenditures tliat have been actually paid out. 

2. Amount of the Fund. 

3. Value of bullion sold whose price has been paid in. 

4. Value of bullion sold whose price has not yet been paid in. 
Art. VII. After balancing the amounts of total incomes and ex- 
penditures, if there is a surplus, that surplus shall be added to 
the Fund, but if there is a deficit in the income, that deficit 
shall be made good from the Fund. 
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Art. VIII. In matters concerning the management of the Fund 
which are not expressly provided for in these Rules, the Rules 
for the General Compiahilite of the Government shall apply. 

Oil the 26th of November of the same year, by Imperial 
Ordinance No. CCCCXIX the following amendment was in- 
troduced in the foregoing Rules : — 

Imperial Ordinance No, CCCCXIX of the 26th day of November 

of the 30th year of Meiji {1897). 

Under Article I, of the Rules for the Sixicial Comptabilite of the 
Coinage Adjustment Fund, the following phrase shall be added at the 
close of the paragraph : — 

As well as in defraying the expenses connected with such exchange. 

On the 5th of April, 1898, by Imperial Ordinance No. 
LXX of the 31st year of 3Ieiji, Art. I of the foregoing Rules 
was further amended, so as to read as follows : — 

Imperial Ordinance' No. LXX of the 5th day of April of the 

3ht year of Meiji {1898). 

Art. I. The income of the Coinage Adjustment Fund shall consist 
of the moneys received from the sale of bullion, and its ex- 
penditure shall consist of the amounts disbursed in making the 
exchange of coins as w-ell as in defraying the expenses connected 
with such exchange and the sale of bullion. 

In this way l-yen silver coins, when withdrawn from cir- 
culation, were put into the account of the special comptabiliU 
of the Coinage Adjustment Fund at their face value, and they 
were sold as bullion on account of that special comptabilite \ 
the expenses and losses connected with their sale being made 
good out of the seigniorage and other items of profit at the 
Government Mint. 
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CHAPTER VI. 

IMPORTATION OF A PORTION OF THE CHINESE INDEMNITY ; 

MEASURES WHICH WERE TAKEN TO CONVERT THE 

IMPORTED BULLION INTO COINS TO BE RESERVED FOR 

THE EXCHANGE OF THE SILVER YEN. 

The reasons for the decision to receive the indemnity 
money due from China in English currency at London have 
ah-eady been stated in Chapter III. When in the month of 
October, 1895 (28th year of JTeiJiX tlie first instalment of the 
Indemnity was received in London, the event at once created 
a lively interest in European markets as to what policy the 
Japanese Government was going to pursue in regard to this 
money. In some quarters it was presumed that we would 
purchase silver and ship it home, so that as a result of that 
supposition silver suddenly began to show a tendency to rise in 
price. Various other rumours were also circulated with equal 
activity. For these reasons, the then Minister of Finance, 
Viscount Watanabe, concluded that to commence the shipment 
home of the Indemnity money at this juncture would be to 
further encourage fluctuation in the price of silver. Such a 
shipment at that time would particularly have disturbed the 
money market, and proved injurious to our foreign trade, it 
being just during that time of year, i. e. from the latter half of 
any year to the following February, that the export of our raw 
silk takes place. Viscount Watanabe therefore took steps to 
obviate the necessity of immediately sending home any part of 
the Indemnity money, eitlier by shipping specie or by ex- 
change operations. 

But in the beginning of 18UG (2l)th year of JTeiji), there 
appeared a tendency in our foreign trade for the imports to 
exceed the exports, and as its consequence a further tendency 
toward the tightness of the money market. All these were the 
results of a rise in the price of commodities, a circumstance 
which was brought about by the post helium rush for expan- 
sion in both private and public enterprises, and also by the 
inflated circulation of capital among tlie general masses of 
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people, which was due to the vast disbursement of money 
during the War. 

At the same time the amount of emergency notes issued 
by the Bank of Japan, i. e. the convertible notes issued upon 
business assets in excess of the legal limit, was greatly increased, 
while the specie reserve w^as gradually diminishing. There was 
an increasing tendency toward the exodus of specie, threaten- 
ing the safe maintenance of our convertible notes system. But 
since after December of 1895 (28th year of 3Ieiji), the price of 
silver bullion nearly resumed its normal rate in the European 
market, the Government determined to prevent through ex- 
change operations the export of specie in order to safe-guard 
the convertible notes system, and to take measures for the 
importation of specie at some opportune moment in the future. 
On the 11th January 1896 (29th year of Meiji), an instruction 
was given to the Bank of Japan concerning the method of 
gradually bringing home the Indemnity money. 

The policy now suggested to the Bank of Japan by the 
Minister of Finance (Viscount Watanabe) for the purchasing 
of gold and silver bullion, by means of exchange operations, 
was as follows : — 

Though it is proposed to bring home the Indemnity money as soon 
as possible, either in the form of gold and silver bullion or otherwise 
through exchange operations, it will be necessary for some years to come 
to leave a large amount deposited in England. It is unnecessary to say 
that the Indemnity money is in nature a compensation for the loss of 
lives and property sustained by our people, besides being a compensation 
to some extent for the increased burden of taxation to fall on them in 
the future; so that its management must be attended with the utmost 
care and circumspection. Hence it seems to me that the true policy would 
be to pursue a course that will be attended with as little risk as possible, 
and not rush after small gains. Yet on the other hand, it will not be 
contrary to such a course to invest a part of the Indemnity money, with 
the object of realizing profit therefrom, provided we are able to find a 
method of investment that shall be free from risks. Among the different 
methods which appear to me to be more or less plausible, I mention the 
following, together with certain suggestions and questions upon which I 
ask investigation : — 
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1. Investing it in British Public Bonds : — there being just now 
rumours of war, as well as discussions concerning the currency 
system in Europe and America, the situation is not entirely free 
from apprehension ; but it would appear to be fairly safe for the 
time being to invest the Indemnity money in British Public 
Bonds. 

However before we decide to do so, it will be necessary to 
ascertain what will be the limit of the amount within which it 
may be safe for us to sell these bonds in the future, i. e. without 
bringing about a depreciation in the market price of these 
bonds. There are also other points on which inquiries need to be 
made : — 

1. What is the range of fluctuation in the quotations of 
these bonds? For should the fluctuations be violent, we must 
take measures to escape from the perils connected with them. 

2. How many years will it be before the principal is paid 
back ? 

3. Are the public bonds of the Indian Government as safe 
and reliable as those of England itself? 

4. Are there other kinds of public bonds equally reliable ? 
On these several points you are requested to conduct a careful 
investigations. 

2. To make time deposits in the Bank of England : — Supposing 
that interest can be secured, what will be the term of such a 
deposit and the rate of interest ? 

3. To make time deposit in other banks if there are banks reliable 
enough : — This last course involves a good deal of danger and 
requires a most careful research. The plan may almost be consi- 
dered as undesirable but it will at any rate be well to make 
investigations. Inquire also if there may not be methods other 
than those mentioned above, which will be safe and reliable, and 
yield some profit. 

4. To bring home the Indemnity money through exchange opera- 
tions : — 

The majority of the bills of exchange transacted between 
England and Japan are at present drawn directly on either of 
these countries, but there are some bills which are drawn by way 
of Shanghai, Bombay, &c. Now can we not advance one step 
more and bring back the Indemnity money by exchange opera- 
tions, passing through India, Shanghai or America. You are 
requested to make investigations on this subject. 

5. To bring home the Indemnity money in silver bullion : — 



s 
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We are now buying silver with the utmost care, always keeping 
our eyes open to the conditions of British and American markets. 
Are there not, however, other methods of effecting purchases 
which offer better terms? 

The other day, the possibility of closing an agreement with some 
silver mines of America to buy their outputs for a fixed number 
of years was suggested by Mr. Sonoda. 

Having this matter in view, you are requested to make investiga- 
tions in European and American markets concerning questions as 
to what will be the prospects of future production and price of 
silver, &c. 

6. To ship home the Indemnity money in gold bullion : 

As stateil in the previous paragraph, the plan now adopted is 
to keep in reserve nearly the same amount of gold and silver 
bullion ; so that in buying either gold or silver, care should be taken 
not to be biased one way or the other in order that we may pursue a 
course which, in view of the changing condition of the money 
market, w ill be best calculated to give as little cause as possible for 
fluctuations in the ratio between gold and silver. 

7. In case the Indemnity money is to be shipped home in the 
form of gold or silver bullion, are there not some means of doing 
so at reduced expenses for freight and other items? A thorough 
investigation is requested of this point. 

It wdll be seen from the foregoing that the policy adopted 
by the Finance Minister, Viscount Watanabe, was to bring 
home a portion of the Indemnity in the form of specie, both 
gold and silver, so that we might be able to avoid as far as 
possible any large loss to the Treasury from fluctuations in 
the price of those metals. 

This policy being adopted, the Government was already 
engaged in bringing home the Indemnity in this way, when, 
on Count Matsukata's becoming the Minister of Finance in 
September, 1896, in place of Viscount Watanabe, a change of 
policy took place. Count Matsukata now determined to make a 
thorough reform of the currency system by adopting the 
gold standard; and as a consequence of this new policy, a 
change took place in the methods of bringing home the 
Indemnity, the purchase and importation of gold bullion be- 
coming now^ the main undertaking. Accordingly on the 19th 
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of September, the following instruction was given to tlie 
Governor of the Bank of Japan, regarding the metliod to be 
pursued in bringing home the Indemnity money : — 

• 

1. Concerning exchange operations : 

Bills shall be drawn at London directly on Yokohama, but in order 
to avoid disturbing the market, they shall also l)e drawn in an 
indirect sort of way via America, India, Hongkong, Shanghai, etc.; i. e. 
so that the bills may be re-dmwn at these places on Yokohama. 

In these exchange operations, the money advanced abroad in order 
to be paid back at home shall be made on the security of articles which 
are directly connected with our productive industry, such as machinery and 
cotton, and it will be well to avoid, as far as possible, doing so on the security 
of unproductive materials sucli as articles of luxury. This policy is 
suggested with the view to prevent the excessive imports now taking place. 

2. The shipment home of gold bullion : 

The specie to be shipped home shall be mainly gold bullion, gold 
coins, or British coins. The rate at which gold bullion may be bought 
shall not be more than £3, 17«. lO^jjl. per 1 oz. of standard gold. 

3. The shipment home of silver bullion : 

Silver bullion shall be purchased and imported home, whenever it is 
thought necessary to do so, either in order to guard against causing distur- 
bance in the ratio between gold and silver in view of certain conditions in 
exchange operations or of shipping home gold bullion, or in order to 
meet the demand at home for silver currency. 

In accordance with the policy sketched above, it was 
determined that in order to keep even the market rate of 
gold, silver bullion might be bought and brought home. As 
soon as the Government decided on the policy of bringing home 
the Indemnity money in the way stated above, and began 
the actual work of buying gold, the market quotation on gold 
bullion immediately rose markedly in London, so that it soon 
became, comparatively speaking, more advantageous to buy 
and ship home English coins. On the other hand, it being 
feared by some that English coins were generally much 
worn out, it was now deemed advisable to investigate the 
actual extent of damage suffered by those coins. Accordingly 
inquiries were made in various ways, and it was found that the 
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British Government had by the laws enacted on August 30th, 
1889, and August 5th, 1891, ordered the Bank of England to 
withdraw all coins worn down to weights below the lowest limit 
fixed by those laws, and that owing to this cause a great improve- 
ment had taken place in the condition of coinage. It was 
clear now that there was no need for fear of large losses on this 
score; and estimating the shrinkage by wear to be not more 
than 2.5 per 1000, it was regarded to be more profitable to 
make specie importation in the form of English coins rather 
than to purchase gold bullion at the rate then ruling in the 
market of London. Further, it w^as thought that the direct 
importation of English currency into this country would con- 
tribute to some extent toward restoring to its normal rate the 
market quotation on gold bullion, which was as stated above 
forced up to a high level. In view of these things, an order 
was issued under date of October 24th to the Bank of 
Japan, ordering that institution to undertake the shipment 
home of English currency. The special rise in the quotation 
of gold bars in London having originally been brought about 
through the purchase and shipment home of that metal by 
Japan, Russia and Austria, the rate* of quotation began to go 
dow^n the moment we undertook the buying and sending home 
of English money. By the month of November, the rate came 
down within our prescribed rate of purchasing, so that the 
buying of gold bullion was at once commenced again. From 
this time on, the Government kept on buying with much 
success until the preparation for the redemption of silver yen 
was fully completed. 

Though the Government now entrusted the Bank of Japan 
and its agency, the Yokohama Specie Bank, with the work of 
bringing home the Indemnity money in the manner above 
described, it was no easy thing to accomplish such a work on 
so large a scale, without disturbing the economic market. 
Under these circumstances a comptroller of the Bank of Japan 
was despatched to London, while the work of reporting, either 
by mail or by cable according to tlie need of the case, on the 
economical conditions of foreign countries, was entrusted to the 
consuls, as well as to the officers in the branch offices of the 
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Bank of Japan and the Yokohama Specie Bank, in London, 
Lyons, New York, San Francisco, Singapore, Bombay, Hong- 
kong, Shanghai, Amoy, etc. Thus informed of the economic 
conditions at home and abroad, the Government was finally 
enabled to accomplish the task of bringing home the Indem- 
nity money. For some time both preceding and following 
the enactment of the Coinage Law the comptroller of the Bank 
of Japan staying in London and the manager of the London 
branch office of the Yokohama Specie Bank adroitly manipu- 
lated and accom])lished the purchase of a vast amount of gold 
bullion, thus enabling the Government to carry through the 
gold standard measure without a single hitch. 

The amount of Ensflish currencv handed over to the Bank 
of Japan, — to w^hich was entrusted the business of getting the 
English coins exchanged, — during the three years, commenc- 
ing at the time when the shipment of the Indemnity money 
was begun, on the lltli of January, 189G (29th year of 
Meiji), and ending with the 31st of March, 1899 (32nd year of 
Meiji), when the process w^as completed, was £30,470,642. os. 
Ad. Of this amount, £15,811,261. 10.^. 2d. (including £4,386, 
000 in English currency, — the sum obtained by the sale of 
the Military Loan Bonds and sent home through exchange 
operations under the special Coviptahilite of the Indemnity 
Fund) was sent home in drafts, while £3,090,504. 6.^. 3(i. w^as 
sent home in silver and £11,574,876. 8,*?. l\d. in gold bullion. 
Of the last amount, £7,733,516. 17*9. 9(/. w^as imported before 
the last day of September, 1897 (30th year of Meiji), and this 
was immediately coined into gold coins and reserved for the 
redemption of the silver yen. 

Table XXVIII is herewith adjoined for reference concern- 
ing this Chapter. 
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Notes: — 

1. The sums marked thns * for July, 1807, tiiid for March, 1809, in the column 
for the Amounts of the English Money transferred to the Hank rf Japan, show 
the amounts paid over to the Indemnity Fund deposited at tlie Bank of England. 

2. The sums marked thus * for September, 1807, and May, 1808, in the column 
for the Balance on Hand of English Ctirrenn/ at the Bank of Japan^ show the 
amounts of temporary deficit produced in the Exchange-Fund. 
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CHAPTER VII. 

THE MINTING OF THE NEW COINS. 

SECTIOX I. 

The mintiner of the grold coins. 

As stated in the preceding chapter, the Minister of Finance 
(Count Matsukata) recognizing the imperativeness of reforming 
the currency system of the country, took in liand measures 
for accumuhiting gold by introducing a change in the method 
of bringing home the Indemnity money, and by entrusting to 
tlie Bank of Japan this work of securing gold. The said 
Bank therefore kept on transferring gold to the Mint as fast as it 
arrived in the country. On the enactment of the Coinage Law 
of 1897, the Government at once commenced minting new 
gold coins with gold bullion that had been accumulating, by 
providing that the amount of gold coins to be minted before the 
30th day of September of that year should be 12,000,000 yen in 
lO-yen pieces, and 36,000,000 yen in ^O-yen pieces, — total 
48,000,000. On the 20th of April of the same year, the Minis- 
ter of Finance (Count Matsukata) gave an order to the Mint 
Bureau, as follows : — 

With reference to your representation dated April 15th of the 
present year, concerning the method of dealing with gold sent in by 
tlie Bank of Japan, yon are now ordered to act as follows : — 

I. As regards the gold bullion sent in by the Bank of Japan and 
against which the promissory notes of the Mint to pay gold coin 
in exchange have been issued, the Mint shall at the earliest con- 
venience coin the bullion into new gold pieces, and take steps to 
exchange the said promissory notes with the new gold cjin after 
the 1st of October. 
II. As regards the gold bullion, which, having been sent in by the 
Bank of Japan, Ls now undergoing the process of testing, and 
also as regards those that may hereafter be received from the 
Bank, simple receipts mentioning the quality and quantity of 
bullion received shall be given in acknowledgement of the 
deposit, instead of the promLssorj' notes as heretofore. The Mint 
may at its convenience also turn thLs part of bullion into gold 
coins. 
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III. The Denominations of new gold coins to be minted before Sep- 
tember 30th, shall be as follows: — 

In 10-7/C71 pieces 12,000,000 

„ 20'ye)i „ 3(5,000,000 

Total amount of gold coins to be minted . 48,000,000 

The Mint now immediately increased its working capacity, 
began minting these coins and worked both day and night 
scarcely without cessation ; so that by the prescribed day i. e. 
September 30th, it succeeded in turning out 49,587,160 ycji 
of new gold coins. 

The original estimate of new coins to be minted was now 
increased, and it was decided to coin by the 31st day of March, 
1898, in addition to the amount mentioned above, 500,000 ye)i, 
of d-yen gold pieces, and 24,500,000 yen of 10-yen gold pieces, 
total 25 million yen, making the revised total of the uew gold 
coins to be issued 73 million yen altogether. Accordingly 
the amount of new gold coins turned out by the Mint from 
October, 1897, to April, 1898, was altogether 24,868,575 yen. 

The total sum of gold coins minted by the Government 
between April, 1897, and April, 1898, in preparation for 
effecting the coinage reform was thus altogether 74,455,735 
yen, and this amount was now devoted to making the exchange 
of silver yen. 



SECTIOX II. 

The mintinfir of subsidiary silver coins. 

In order to place the currency system of a country on a 
sound basis, it is essential that a suflicient supply of coins be 
provided for the use of the community at large. It is parti- 
cularly important that coins be used by the people in their 
smaller daily transactions. Now the amount of one-yen con- 
vertible notes issued by the Bank of Japan had reached the 
vast sum of over sixty six millions (estimate at the end of 
March, 1897). And since a greater portion of these notes 
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was being used in daily transactions by the people, it was 
thought proper to order the Bank of Japan to commence 
withdrawing gradually its one-i/efi convertible notes, along 
with the adoi)tion of the gold standard, in order that the 
Government might issue hard money in their place. But in 
regard to the nature of the hard monev to be thus issued in 
exchange for these notes, it was feared that ono-i/en gold pieces, 
if coined, would be too small and hence inconvenient for hand- 
ling. For this reason, in the Coinage Law no provision was 
made for the minting of gold one-yc??. Accordingly the 
Government adopted tlie plan of issuing an additional amount 
of subsidiary silver coins consisting of 50, 20 and lO-sen 
pieces, and of making them take the place of one-yen converti- 
ble notes, so far as these were being used in daily transactions 
by the people. 

At the time of the promulgation of the Coinage Law, (i. e. 
March 30th, 1897), the amount of subsidiary coins consisting 
of silver, nickel and copper pieces, was altogether 39,656,042 
yen, 69 sen ^nd 8 rm; besides which there were yen 2,170,311. 
75 of Government -paper money still left in circulation, 
consisting of oO-sen and other smaller pieces. Now these 
two sums added together make the total, 41,826,354 yen, 44 
sen and 8 rin, which may be regarded as the amount then 
available for daily transactions by the people. If w^e com- 
pare this amount with 238,530,743 yen and 58 sen — the sura 
total of the standard coins, convertible bank notes and Gov- 
ernment paper money of the denominations of above 1-yen, 
then in circulation, — we shall see that the subsidiary currency 
stood at a ratio of only 17 per cent, to the standard currency. 
In consequence the scarcity of subsidiary money was being felt 
everywhere. It was therefore decided, as will be stated below, 
to issue an additional amount of 40 million yen of subsidiary 
coins in accordance with the plan above mentioned. It was 
also decided concerning this 40 million ye/?, that 32,500,000 y^» 
should be issued before the end of the 32nd fiscal year of Meiji 
(1899—1900). On account of this addition, the amount previ- 
ously mentioned of the subsidiary currency would increase, by 
the end of the 32nd fiscal year of Miji, to the sum of 74,326,354 
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yeUy 48 seuy and 8 rin. On the other hand, supposing that 
one-yen convertible notes up to the amount of this additional 
issue of subsidiary coins had been called in, the total amount 
of standard currency would be reduced to the sum of 
206,537,043 yen and 58 sen ; and the ratio between the sub- 
sidiary currency and the standard currency w^ould stand as 35 
to 100, or 35 per cent. Should the remaining 7,500,000 yen 
of subsidiary coins be issued, after the 33rd fiscal year of 
Meiji, the subsidiary currency would, as a whole, rise to the 
sum of 81,826,354 yen-y 48 sen and 8 7un. Now suppose on the 
other hand that the amount of convertible notes corresponding 
to this additional issue of the subsidiary coins, had been with- 
drawn, the standard coins and paper money together would 
be reduced to the sum of 199,037,043 yen and 58 sen, and the 
ratio betw^een the subsidiarv currency and the standard cur- 
rency would become proportionally larger. It was not, however, 
expected that this increase in the subsidiary currency would 
prove excessive ; for not only the place left vacant by the with- 
drawal after the 33rd fiscal year of one-yen convertible notes 
would have to be filled, but owing to the industrial growth of 
the country, the demand for smaller coins so necessary for 
paying working men and fiictory hands would also grow, 
which would of course call for the increased supply of those 
coins. Besides, owing to the economic growth of the country, 
there w^ould soon come a time when it w^ould be felt neces- 
sary to increase the amount in circulation of our standard 
currency, and when such an increase had taken place, the pro- 
portion of the subsidiary to the standard currency would be 
found to remain about 35 per cent, as to-day. 

Furthermore, it will be seen by making calculation of the 
amount per capita of the subsidiary currency, after the 
additional issue of 40,000,000 yen mentioned above has taken 
place, and comparing it with the amount per capita of subsi- 
diary currency of the principal countries of the world, ours 
will not be seen to be very large, as may be seen by a compara- 
tive table which is hereby adjoined. 
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TABLE SHOWING THE AMOUNT PER CAPITA OF SUBSIDIARY 
SILVER COINS IN THE MORE IMPORTANT 
COUNTRIES OF THE WORLD. 

Nain<-s of countries 



I 



Japan 



At the time of t)ie enact - 
iin'iit of th« Coinaii;o Law 
11897) ; 

After the issuinji: of the total 
amount of subsidiay silver 
.coins originally decided upon 

Tlie United States of America 

Great Britain 

France 

Germany 



Belgium 



Italy 

Switzerland 
Greece . . . . 

Spain 

Portupil . , 

Austria 

Holland . . 
Norway 

Sweden 

Denmark . , 

Russia 

Turkey ... 
Austnilia . 
Canada 



Riibjiidtary 
bit ver cuius 

yfn 

1 
1 

23,757,306 ; 


Population 

i 

Attheemlof iJ'yC \ 

(Koriiio<*u ex- ' 

cepltHi; ; 

42,708,2t'4 , 


Rate per capita 


1 , 
yen 

0556 1 


03,757,800 


( do. do. ) 
42,708,204 


1 
li493 : 


152,055,000 


72,900,000 


2i»86 1 


244,130,000 
110,147,000 


30,600,(K)0 
38,500,(XX) 


61105 
3017 


235,1K)0,000 


52,3(K),(.HK) 


4 511 


14,042,000 


6,400,000 


2194 ; 


53,150,000 

21,404,000 

2,00«i,0<K) 


31,800,000 
3,000,000 
2,200,000 


1098 

7155 

1 0912 


08,204,(X)0 

10,057,000 

80,240,000 

6,020,000 

4,012,(KK) 


18,000,000 
6,100,000 

45,000,000 
4,900,000 
2,000,000 


' 6401 
3 737 

■ 1783 
1351 ' 

2(m 


0,820,000 
\ 10,832,000 


6,000,000 
1 2,300,000 


1966 
i 4710 


84,051,000 
20,060,000 


1 126,000,000 
22,000,000 


1 607 
0912 


14,042,000 


5,(K)0,000 


2808 


10,030,000 


5,300,000 


1;892 



Xotcs : — 

1. The sum set down as circulating at the time of the enactment of the Coina^^e 
Law is the actual amount in circulation at the end of tiie month of March, 1897. 
The amount of the subsidiary coins after tlie issuing; of the additional amount 
oripjinally decided upon is obtained by adding together the amount in actual 
circulation on March 31st, 1897, and the forty million yen decided upon at the 
time of the enactment of the Coinage Law. 

2. The figures showing the amounts of subsidiary silver coins in the various 
countries of the world are taken from the Report of the Director of the L^nited 
States Mint for 1897 ; the figure? for the United States being the returns on July 
1st, 1^97, while those for other countries, are the returns on January 1st of the 
same year. The original figures were given in American dollar, but they have 
been reduced into terms of Japanese gold yciiy the mte allowed being 2 yen and 
riu {i)Y the American one dolhir. 



The facts being sueli as shown above, it was concluded that 
it would not l)e going beyond the actual need of the country 
to make the additional issue of 40 millions of subsidiary silver 
coins as had been decided upon. In the above table the figures 
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given are those for the subsidiary silver coins only, so that 
when the amount of copper currency is added thereto, the 
total amount of the whole subsidiary currency of this country, 
after the additional issue of 40 millions of subsidiary silver 
coins, will stand at 81,826,3/34 yen 48 sen and 8 rin^ which 
being compared with the population according to the returns 
at the end of 1896 (29th year of J/t'/ji)— 42,708,204 (Formosa 
excepted) — the rate per capita will stand at a little over one 
yen and ninty one sen {yen 1.91). 

In order to carry out effectively the plan thus laid out, the 
Minister of Finance (Count Matsukata) issued on the 10th 
day of April, 1897 (30th year of Me[ji\ the ITethod and 
Processes of business connected ivilh the JUntiny of Subsidiary 
Silver Coins, to serve as a guide to the Bureau of Account- 
ants and of the Mint, as well as to the Cashier-in-Chief of the 
Government Treasurv. 

Method and Processes of business aonnecied iciili tha Mintinfj of 

Subsidiary Silver Coins, 

Art. I. Whenever it is necessarj' to obtain an appropriation of a 
coinage fund out of the Government Tre:i.sury for the purpose 
of minting subsidiary silver coins, the Finance Minister shall 
each time issue an order to the Government Treasurv for the 
inter-fscus transposition, in order that tlie amount needed may 
be transferred to the Mint Bureau. 

Art. II. On rec(?iving the order as provided for in Art. I, the 
Cashier-in-Chief of the Government Treasury shall pay out the 
amount prescribed, by making entry thereof under the item of 
** Delivered to the Mint Bureau '' in the General I^edger of the 
Government Treasurv ; shall then make entrv of the said 
amount under the item of " The vear's maiuifactory incomes ^' ; 
and on completing the said processi^s, shall at once make a - 
rei)ort thereof to the Chief of the Mint Bureau. 

Art. Ill, As regards the fund received into the Mint Bureau iu 
acwrdance with the provision of Art. II, the Finance Minister 
shall issue an order for another inter-fscuH transposition to 
the Government Treasury, in order to have the same exchanged 
for the retired l-i/en silver coins (including the promissory 
notes of the Mint to pay coins) ^vhich are under the special 



f 
I 

t 
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CimpiahUiie of the Coinage Adju.stment Fiin^ 

Art. IV. On receiving the order as provided for in Art. Ill, the 
Cashier-in-Chief of the Government Treasurv shall make dis- 
bursement out of the year's '* Manufactory Ex|)enditure Fund/' 
and make entry of the said amount under the item of the vear s 
'* Income to the Coinage Adjustment Fund.'' When the year's 
manufactory expenditure fund is exhausted, a report thereof 
sliall l>e sent to the Chief of the Mint Bureau. 

Art. V. Tlie Finance Mirii.'-ter shall i^sue to the Government 
Treasury an order for an infer-fificufi tran^po.-ition, for the pur- 
p)-e of exchanging the fund received into the Coinage Adjust- 
ment Fund in accordance Avith Art. IV, with 1-ycn silver 
coins (which include the promissory notes of the Mint to pay 
coins) on hand in the Government Treasurv. 

When necessarv, the Finance MinL?ter shall is-ue an 
order to the Government TreiLsurj' for obtaining from the 
Bank of Japan the l-ifcn silver coins mentioned in the preceding 
])aragraph, in exciiange for the convertible notes on hand in the 
Government Treitsury, so that the Government Treasury may 
make preparations for the transaction. 

Art. VI. On receiving the order as provided for in the first para- 
graph under Art. V, the Government Treasury shall pay out 
the money set apart for tlie year's exiKinditures on account of the 
Coinage AdjiLstment Fund, and shall carry out the process of 
receiving the retired 1-ycn silver coins (which include the 
promissory notes of the Mint to pay coins) by making entry 
of the same under the item " Amounts of the retfred 1-yen 
silver coins received into the Coinage Adjustment Fund." 

Art. VII. On receiving the retired l-yen silver coins in accordance 
with Art. VI, the Government Treasury shall immediately 
make payment thereof, by making the entry under the item of 
" Amounts of the retired l-?/c?i silver coins disbursed in the 
Coinage Adjustment Fund,'' and at the same time secure receipt 
therefor by forwarding the same to the officials in charge of the 
goods and articles belonging to the Mint Bureau. 

Art. VIII. The proc(^s.»es of infer-fiacus transposition under Articles 
I — VII inclusive are to be cirried out simultaneously. 

Art. IX. In accordance with Art. VII, the Mint Bureau shall 
receive the retired 1-yen silver coins and mint them into subsi- 
diarj' silver currency, and shall, as fa.>t as the minting is done 
forward the same to the Government Treasury at Osaka, with 
the note of deliver>^ from the Chief of the Mint Bureau. 
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Art. X. Oil cceivinff the newlv coined subsidiary silver currency, 
the Government Treasur>^ shall make entry thereof in the General 
Ledger, under the item of " Received from the Mint/' and 
shall submit a statement of account as in the cases of accounting 
in general. The Government Treasury shall further i•^sue 
receipt in acknowledgment of the subsidiary currency receiveil. 

It was tlien further decided that the amount of subsidiary 
silver coins to be minted after 1897 (30th year of Jldji) should 
be ton million yen during the 30th fiscal year of jHeiji, twenty 
millions during the 31st fiscal year and ten millions during the 
32nd fiscal year, making the total forty million yen. This ap- 
portionment was subsequently changed and it was decided to coin 
ten millions during the 30th fiscal year, seventeen millions during 
the 31st fiscal vear and five million and five hundred thousand 
yen during the 32nd fiscal year, making the total 32,500,000 ye7i ; 
it being resolved to mint the remaining 7,500,000 yeii at some 
future time. Of the above amount, five million yen of oO-sen 
pieces, three million yen of 20sen pieces, two million yen of 
lO'Sen pieces, total ten million (10,000,000) yen were coined 
during the 30th fiscal year, of 3feiji ; fourteen million yen of 
oO'Sen pieces, two million yen of 20-5e/i pieces, ten million yen 
of 10-sen pieces, total 17,000,000 yen were coined during the 
31st fiscal year ; and it is now expected that the remaining 
five million and five hundred thousand yen will be coined during 
the 32nd fiscal year. 

In this manner the subsidiary silver coins are made to fill 
up the gaps caused by the retirement of l-yen convertible 
notes. 



SECTIOX III. 

The mintingr of subsidiary nickel and bronze coins. 

The minting of nickel and bronze coins has not been made 
subservient to any special object as in the case of the coining of 
subsidiary silver currency. Subsequent to the enactment of 
the Coinage Law and according as there have been demands in 
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the market, nickel coins were minted to the e3J:ent of 600,000 
yen during the 30th fiscal year of 3l€iji and 750,000 yen during 
the 31st fiscal year, total 1,350,000 yen. The minting of 
bronze coins was commenced in the 31st fiscal year, 100,000 
yen being produced during that year. 

The following tables, XXIX and XXX, are adjoined for 
reference concerning this whole chapter. 



TABLE XXIX. 

SHOWING THE AMOUNTS OF THE NEW COINS ISSUED. 



Dates ' 


New gold coinii 








Qiil-kOtHiaai 












Grand 
total 




For 
Government 


For private 
applicants 


Total 


silver coins 


Nickel 


Bronze 




yen 




yfti 




yen 


yen\ 


yen 




yen 




v^. 




October 


51,236,8A() 


720 


916,.'i57 


770 


52,158,418 


496 410.000000 


10,100 


000 





S2,573,518|496 


November 


8,881,4»4 


744 


339,731 


181 


9,221,216 


225 


610,000 000 


76.000 


000 







9,907,216225 


December 


585 


9U6 


31S.90G 


I'^W 


319,494 


959 


2,098,000|000 


31,000 000 







2,448,494 969 


\i&&iZUi Meiji) 














' 














January- 


973^70 021 


236,347 


493 


1,209,917 


514 1,039,000 


000 












2,248,917 514 


February 


6,240,915;082 


111.370 


985 


6,352,286 


067 2.000,000 


000 


15,000 000 


(. 




8,367.286 


067 


March 


7.005,883 946 


90,800 


873 


7,096,684 


819 


1,392,000 000 


378.0001000 









819 


April 


116,434'614 


112,16? 


(C4 


228,602 


688 


1,380,000 000 


70,000000 







1,678,601 


688 


May 







118,725 


585 


118,725 


••>86 


1.680,000 000 


28,000 000 







1,8£6,726 


585 


June 







2,339,209 


617 


2,339,20i, 


617 


530,000000 










2,869,201^ 617 


July 


& 




1,418.001 


437 


1,418,001 


437 


940,000j000 












2,368,001 


437 


August 







263,J:60 


466 


£63,i6(' 


466 


970,000000 












1,233,280 


466 


September 







4,367,64! 


.S04 
442 


4,367,MJ 


804 


640,0001)00 


1 216,00f 


000 







6.222,649804 


. October 







5,455,411 


5,455,411 


44£ 


670,000000 


187,000 


000 







6.312,419|442 


November 







1,161, 135 


993 


' 1,1-61,135 


>,90 


2,000,000 000 


17,000 


000 


8,000 000 


3,886,135993 


December 
Grand Total 



74,455,735 


<«3 


1,34S,.'V51 


874 
!Vi3 


, 1, 348,561 |k74| 2,520.00o!oOO 


(^ 




28,000 
36,0(Nt 


000 
000 


Jf,896,661 874j 
113,695,xJ84 9g6 


lS,6»7.mi 


93,153,<'>W 


•♦86 


19,479,000 


000 


1 1.0i7,100 


000 



Note : — 

The reason for the existence of a discrepancy to the extent of 14,585 yen ^sen 
and 6 rin^ between the sum of 74,455,735 j^eii 8 sen and 3 rin — the amount of gold 
coins minted for the Government as mentioned in the present table — and the sum of 
74,441,149 .ve?i \28en and 7nw, — the amount obtained by subtracting %yen 93«e7» 
and 9n« (the shortage made good by subsidiary coins) from 74,441,156 j/eii G^en, 
(the proceeds from coining the gold bullion secured by appropriating a part of the 
Indemnity money), — is because the first mentioned sum includes in it, aside from the 
coins made from the gold bullion belonging to the Indemnity fund, the sum of 
585 y^w ^sen and Gr/« (see the Mint Bureau Report for December 30th Meiji) 
obtained from re-coining the gold coins in possession of the Government Treasury, 
as well as the sum of 14,000 ye« obtained by coining the gold bullion, which formed 

. the coinage stock previous to the amendment of the Mint Regulations. 
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TABLE XXX. 

SHOAVING THE COMPARATIVE AMOUNTS OF THE COINS 

IN CIUCULATION. 

(The amount of the specie reporve of thi^ Bank of Japan 
is not counted in tlu'se estimates) 



Denominations 



Old Gold Coin 

New Gold Coin 

One-1/en Silver Coin . . 
Subsidiary Silver Coins 

Nickel Coin 

Copper Coins 

Total 

The oM gold coin beln? coun- 
ted for t\vu>e ItA face value .... 



I In circulHtion nn the 

luBt dnvof SeptenilMT 

1W»7 i. p. the day he.lore 

the t'olnu^ Law went 

into o|ieration 

r),022,3o4 442 

! 

' 87,r>25,000 000 
20,272,0^3 550 
(V;20,078'500 
0,350,052 848 

85,307.870 340 

01,010,733 782 



In circulution on the 

flr«t day of Aufniot, 

!«}« I.*'. tbt*day after the 

exchange of l-t/ti» ««llver 

pieces was couipleted ; 

5,113,783 000 
15,201,152 407 


88,307,830 200 
7,234,178j500 
0,343,8761168 



The amount in 1897 

compared with that in 

l&«i. — Increase or 

decrea** for H<i»8 

•=:I)ivreiu>e 



75,380,820:275 
80,404,012'275 



* 



508,571442 
15,201,152407 
87,525,000|000 
12,124,845:050 

008,100 000 

7,07«V>80 
- I 
10,0H'.,55(M)65 



10,525,121 



507 



/- 
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CHAPTER VIII. 

PROSPECT OF FUTURE SUPPLY FOR tHE GOLD RESERVE. 

The Gold Reserve will liav^ to be replenished in the future 
from the domestic output of gold as well as from that of the 
neighbouring countries. The following figures have been ob- 
tained as the result of investigations made in connection Avith 
the Coinage Reform. 



/. The Domestic Supply of GokL 

Japan is not naturally a gold producing country. The abundance of 
gold coins in the countr}' in past days was due probably to the importa- 
tion of gold in connection with various warlike expeditions to neigh- 
bouring countries. At any rate, there is no means of investigating the 
natural output of gold previous to 1873 (6th year of Meiji) ; but the 
figures for 1874 (7th year of Meiji) and succeeding years, as compiled 
by the Department of Agriculture and Commerce are as follows : — 



1874 ( 7*^ 


Meiji) 


momvie 

. . 25,952 


1886 (19'" . 


If" • • '^ 

Meiji^ 


momine 

) . . 123,888 


1875 ( 8^*^ 


ff 




. . 46,430 


1887 (20'" 


ff J 


1 . . 138,838 


1876 ( 9^^ 


ff 




. . 59,280 


1888 (21"' 


»j J 


1 . . 167,788 


1877 (10^*^ 


)} 




. . 93,421 


1889 (22"'' 


>f 


) . . 204,939 


1878 (11*** 


V 




. . 72,687 


1890 (23"^ 


» . 


) . . 193,762 


1879 (12^*^ 


V 




. . 69,688 


1891 (24'" 


ff J 


1 . . 192,560 


1880 (13^*» 


5> 




. . 83,317 


1892 (25'" 


yf t 


I . . 186,805 


1881 (14^** 


» 




. . 81,213 


1893 (26'" 


f> > 


1 . . 196,372 


1882 (15^** 


9) 




. . 72,455 


1894 (27'" 


yy J 


1 . . 209,509 


1883 (16'^ 


yy 




, . 80,195 


1895 (28'" 


j> > 


1 . . 239,041 


1884 (17^^ 


j> 




. . 73,233 1 


1896 (29'" 


» > 


) . . 266,519 


1885 (18^^ 


}} 




. . 73,085 ; 









Coming now to the question of the gold yield of Formosa, according 
to the result of investigations made by the Government of Formosa 
{Sotoku Fu or Government presided over by the Governor-General) no 
accurate estimate can be made, as there exist no reliable returns, owing 
to the shortness of the time since the island has come into our possession. 
We may, however, quote the figures given by the experts in the 8er\uce 
of the Governor-Geuerars Government, as the best estimate that can be 
made. According to these figures, a gold smelter's daily reclamation of 
gold-dust is put at from 2 fun to 1 m6)nme ; so that, supposing there are 
IjOOO gold diggei's on the field, according to this calculation the daily recla- 
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raation would stand at from 200 mommr to 1 kwan, * But as smelting and 
digging generally involve a division of labour, the daily reclamation may 
be put at half the above figures, which even then would mean 100 momme 
to 500 momme per day, or from 36 kwan to 180 kwan in the coui'se of a 
year. Supposing, in the light of the prevailing market quotation, the value 
of 1 momme of gold-dust to be 3 yen and 10 sen, the daily j)roduction may 
be valued at from 310 yen to 1,550 yen or on an average at 930 yen, 
which would bv the vcar moan 334,800 yen. At this rate, as there are 
2,000 diggers at work according to an estimate made by the experts, the 
yearly output would amount to 069,GOO yen, 

Now, as has lx?en stated, the gold production at home being roughly 
estimated at 200 Iciran, and tliat in Formosa at from 36 hean to 180 kwan 
or say, at 180 kwan on an average, the yearly output of the Empire 
would stand at 380 kwan, and supposing the value of 100 momme of 
gold to be 450 yen, t!iis total amount would mean 1,700,000 yen. 

II. The Gold Sup2)Iy of Korea. 

The kind of gold found in Korea Ls principally gold-dust, and the 
production of nugget-gold is onfined to only one or two localities. 
Reports, however, vary considerably as to that country *s natural gold 
resources. Some say that throughout the Eight Provinces, which con- 
stitute tlie Kingdom of Korea, gdd is everywhere to be found in great 
abundance, and that with a suitible amount of capital mines could be 
0{)ened and worked inexhaustibly, almost leaving Australia behind in 
the race. Others claim that Korean mines not havinnr vet been exam- 
ined by cxjierts, it is imp >ssible to decide up;)n the degree of their 
richness. While it is thus difficult to obtain exact returns concerning 
the mines, yet as far as gold-dust Ls concerned there is no doubt that it 
is found to more or less extent throughout the Eight Provinces, but 
especially in the northern j)arts of the country, as may be attested by 
the quantity exported from the treaty j>orts of those regions. 

Neither do there cxi<t any accurate returns on the quantity pro- 
duced, so that it is imp >s>ible to obtain any figures to base a calculation 
upon. This state of things, of course, might be expected when we look 
at the prevailing condition of tiiat country. Still one thing appears to be 
certain as based on practical observations, i. e. that the increase or decrease 
of the Korean output of gold is directly related to vicissitudes in the agri- 
cultural condition of that country. The reason api)ears to be that, since 
gold-dust mining yields but small profit, there are not many who would 
follow it as their main occupation; in a year of bad harvest a large number 

One ktcan = 1,(>00 momme =■ 8.281 I'us avoir. 
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of people would be forced to go out, while in a year of plenty they 
would mostly prefer to i?tay at home. Now, by taking into considera- 
tion the number of merchants who are engaged in buying gold- 
dust in Seoul, and the number of miners engaged in obtaining gold- 
dust, it may roughly be said perhaps that the average output of gold in 
Korea must be no less than 2 kwan a dav, or 700 k-wan a vear. On the 
other hand, according to those who trade in Korean gold, the annual 
output of gold from northern Korea, or the three provinces of Ham- 
gyon-do, Hwang-hai-do and Phyon-an-do, is something like two million 
yea. If now we double this amount of gold produce from the northern 
half of the countr\% make that stand for the entire annual output of that 
country as a whole, we get 4,000,000 i/en in round figures, or 890 hcan 
at the rate of 450 yea |>er 100 mom me, as Korea's annual output of gold. 
ThLs would show in an indirect wav that the estimate mentioned above, 
i. e. 700 kwan or thereabout, is not entirely unfounded. 

On making inquir\' as to the quantity of gold-dust which is exported, 
it is found to be a general opinion that it will be fairly safe to put the 
aggregate annual export from the three ports of Chemulpho, Won-san and 
Fusan, and from Wi-chu and Kiogu-fugu, at two million yen, which at 
the rate of 450 ycii per 100 mommc. would represent 444 kwan. These 
figures being for the three ports and two districts, it would appear to be 
within reason to place the entire annual export of gold dust from Korea 
at 500 hcan. As has been stated, since the total annual output of the 
whole country may be put at 700 hran and the export out of this quan- 
tity at 500 kxcany the annual supply of gold that Japan may at present 
secure from Korea would be from 500 kwan to 700 kwan, or from 
2,000,000 to 3,000,000 yen at the rate of 450 yen per 100 momm/i. 

Ill, The Gold Supply of China. 

As for the gold-producing regions of China, even those who are in 
the gold business do not seem to have accurate knowledge. But accord- 
ing to the generally accepted report, the regions east of Shan-hai-kwan, 
Manchuria, Korean frontiers, Yunnan, would seem to be the principal 
localities where gold is produced. In following the course of the move- 
ments of gold obtained in these various places, we notice that the gold pro- 
duced in Northern China generally seems to find its way first to Peking and 
thence to Shanghai via Tientsin, and from Shanghai to foreign countries. 
The sole reason w^hy it is brought into Peking is because there are in 
that city famous firms of gold brokers, such as Tian-fong and Yi-fong, 
and all gold with the stamp and certificate of those houses, possesses an 
absolute credit, not only in the various provinces of China but even 
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among foreign business men. For this reason, more than for any other, 
all the gold produced in North China seems to find its way into Peking. 
Another reason is however usually mentioned ; namely, that Peking, as 
the metropolis of the Empire, forms a converging point for all the pro- 
vincials, both oflBcial and commercial, and that owing to the imperfect 
system of exchange and the deficient and even unsafe means of transporta- 
tion, all travelers who come to Peking bring their money in the form of 
gold ingots. As for the product of gold in Yunnan, Sze-chuan, &c., — 
regions along the upper course of the Yantsze-kiang, — they appear to be 
first brought to Hankau and thence transported to Shanghai. Such being 
the case, it is not always correct to regard a gold exporting centre as 
the place of its production. However that may be, it appears to be a 
fact that North China seems very rich in gold, and the quantity of gold 
bullion brought into Slianghai from the direction of Manchuria, Liao- 
tung and Korea is said to be astonishingly great. 

Thus a greater part of the gold — ingots brought into Peking mainly 
find their way through Tientsin to Shanghai. According to the export 
returns of Tientsin for the last ten years, the yearly export reaches from 
one million tads * to four million tads, or on an average 2,300,000 tads. 
But this only represents the amount that passes through the custom 
house, while the amounts tliat find their way into Shanghai, without 
passing through the custom house at Tientsin is said to be more than 
one third of the alx>ve figures On the other hand, on investigating the 
amounts brought into Shanghai, the returns for the last five years show 
them to be from two million to four million tdds a year, or on an average 
3,000,000 tads. From this it will be seen that, when the figures 
showing the amount of gold imported to Shanghai are compared with 
the figures showing the amount exported from Tientsin for Shanghai, 
they do not exactly agree with each other; but the explanation seems to 
lie in the fact that large quantities do not pass through the custom 
house, as was mentioned above. Although this discrepancy exists, 
yet the figures given are sufficient to show that by far the greater part of 
gold exported from Tientsin goes to Shanghai. Among the quantities 
of gold ingots imported into Shanghai, the amount exported from 
Tientsin stands first; and then comes that from Hankau, followed by the 
amounts from other regions; the annual total from these latter quarters, 
according to the returns of the last five years, range from four million to 
seven million taels, or on an average 5,000,000 tads. Further, the 
amount of gold annually exported from Shanghai into foreign countries 
ranges from six million to eight million tads; the average for the last 



* The tad mentioned in this Section ia the Hai-ktcan iaeh 
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five years being 7,700,000 taeb. 

As has been stated above, China's export of gold from Shanghai 
amounts to from six million to eight million taels a year; hence, the 
quantity of gold Japan may yearly secure from China may be said to 
equal this amount of export from Shanghai, namely between six and 
eight million tads, or from 7,200,000 yen worth to 9,600,000 yen worth 
at the rate of one yen twenty sen per tael. 

In the light of the foregoing statements then, Japan's 
yearly production would be 1,700,000 yen, that obtainable from 
Korea from 2,000,000 to 3,000,000 yen, while that obtainable 
from China might be put at 7,200,000 to 9,600,000 yen. 
This shows that it will not be diflScult for Japan to secure a 
yearly gold supply to the extent of from 10,900,000 yen to 
14,300,000 yen, or on an average 12,600,000 yen. Further- 
more, gold produced in Australia finds its way abroad to 
Europe in large quantities through Hongkong, and it will not 
be difficult to find means of diverting its destination to this 
country. With these facts at his command, the Minister of 
Finance (Count Matsukata) is now engaged in devising means 
of replenishing our Gold Reserve. 



^ 1 
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CHAPTER JX. 

THE WITHDRAWAL FROM CIRCTJIATION OF 
ONE-YEN SILVER COINS. 



SECTION I. 

The preparations for exchangingr 1-yen silver coins. 

By Article XVI of the Coinage Law of 1897 (Law No. 
XVI of the 30th year of Meiji), it was provided that all the 
l-yen silver coins then in circulation should be, at the con- 
venience of the Government, exchanged at the rate of 1-yen 
gold for l-yen silver. As this law was to be put in force on 
the 1st day of October of the same year, the Government at once 
took up the work of providing the fund needed for the exchange 
of 1-yen silver coins. But early in July of the same year, some 
of the foreign banks at our treaty ports, being doubtful as to 
the actual working of the Coinage Law, sent out circulars to 
their customers notifying them to the effect that, after the 1st 
of October, those banks should exercise the liberty of choosing 
either gold or silver coins in making specie payments. Under 
these circumstances the outlook was not free from the danger 
that, if things were allowed to proceed as they were, they would 
eventually lead to a change in the market ratio between gold 
and silver; and perceiving that, in order to prevent such a 
contingency, it would be a matter of the most urgent necessity 
to effect the exchange of 1-yen silver coins with all possible 
despatch and promptness, the Finance Minister (Count Matsu- 
kata) decided on adopting the following course : — 

1. On the 1st day of October, to get all the l-yen silver coins in 
the possession of the Bank of Japan and of the Yokohama Specie 
Bank exchanged for the gold coins in the possession of the 
Government. 

2. To allow foreign banks in the treaty ports to get l-yeii silver 
coins in their possession, exchanged for gold coins after the 1st day 
of October; the transactions connected with this business to be 
entrusted to the Bank of Japan. 
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3. In view of the above-mentioned course taken bv the Govern- 
ment, to instruct the Yokohama Specie Bank and its branches to 
use gold in all their payment?. 

4. That the President of the Bank of Japan should endeavour to 
induce the foreign bunks also to make their payments in gold. 

Then on the loth of July, the followinj]; instruction was 
issued to the Bank of Japan : — 

Since the Coinage Law goes into operation on the 1st day of October 
of the current year, the Bank of Japan is hereby ordered to undertake 
the exchange of l-yen silver coins now in circulation, according to the 
following method: — 

1. One-j/ew silver coins which may be in the possession of the 
Bank of Japan on the 1st day of October, as well as those that 
may come into its possession after that date, the Bank shall get 
exchanged for gold coins at the Government Treasury. 

2. As regard l-yen silver coins in the possession of the Yokohama 
Specie Bank and of the foreign banks in the treaty ports after the 
1st dav of October of this vear, the Bank shall endeavour to 
persuade their possessors to exchange them for gold coins. 

3. As regards all payments made at the head office of the Yoko- 
hama Specie Bank, whether those payments are made by it as an 
agency of the Bank of Japan or not, the Bank of Japan shall 
see that after the 1st day of October those payments are made 
entirely in gold coins. 

The exchange of l-yrn silver coins for gold coins is a matter requir- 
ing great care on the part of the Government, since it is virtually connected 
with the successful working of the Coinage Law. For it would be a 
very grave thing indeed, if on account of the lack of promptness in 
exchanging l-yen silver for gold coins, there should be produced a change 
in the ratio between gold and silver. Particular care and caution 
need to be exercised, therefore, both preceeding and following the going 
into operation of the Coinage Law ; and by entering into a very thorough 
consultation on this matter with the Yokohama Specie Bank and also by 
ascertaining the state of feeling among foreign bankers, the Bank of 
Japan shall regulate things in such a way as to bring about the success- 
ful completion of this work of exchange. 

In accordance with the foregoing instruction, the Bank of 
Japan commenced making the necessary preparations for the 
coming event, while the Yokohama Specie Bank after consulting 
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with the Bank of Japan sent out the following circular to its 
customers : — 

We beg herewith to state that, op and after the first day of October 
of this year, we shall meet all our obligations, which are already due to 
our customers or which w^ill become due, with gold coins, regardless of 
our promise to pay them in silver. Further, while this bank will ac-cept 
silver coin in payments made to it, silver coin will not be use<l by ils in 
making our payments. 

We remain <tc., Ac, - - - 

P. S. We beg to further notify our customers that we have re- 
ceived orders to exchange for gold coin on demand after the 
date mentioned above the convertible notes of the Bank of Japan up 
to anv amount. 

This course of action had the effect of dispelling the doubt 
at first entertained by foreigners concerning the actual work- 
ing of the Coinage Law, and the foreign exchange also came 
to resume its normal rate. 

Then besides, as stated in Section IV, Chapter V, the Regu- 
lations for the Exchange of l-ycn Silver Coins were issued by 
the Finance Department Notification No. LXI of the 21st day 
of September of the same year. In the meanwhile, the work 
of minting new gold coins to be used for exchanging the 
silver yen having made good progress, while that of coining 
subsidiary currency to fill the place of retired \-yen silver 
coins was also completed, the Finance jSIinister (Count 
Matsukata), on the 2nd day of September, submitted to the 
Cabinet Council a measure for forbidding the circulation of 
the l-yen silver coins after the 1st day of April, 1898 (31st 
year of JHeiji.) 

The memorandum was as follow^s : — 

In accordance with clause 2, Article XVI of the Coinage Law (Law 
No. XVI of the 30th year of Meiji), the l-ycn silver coins hitherto issued 
have been left in circulation for the time Ixjing. Now that, however, the 
work of providing gold coins needed for the exchange of those silver coins 
is complete<l, as well as that of coining subsidiary silver currency, it 
need not be feared that the retirement of the silver yen will inconveni- 
ence the people in their daily transactions. For these reasons it will be 
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a proper course for the vrovernraent to forbid the circulation of the 
silver yen after the 1st clay o^ April of the 31st year of Meiji (1898), 
and to promulgate in accordancv.with clause 2, Art. XVI of the Coinage 
Law, an Imperial Ordinance enfo^'^ing the said prohibition, on the 1st 
day of October of this year, that is, six months previous to the date of 
its coming into force. For this reason the present memorandum is sub- 
mitted to the consideration of the Cabinet, together with a draft of the 
Imperial Ordinance in a separate paper. 

Accordingly, as stated in Section IV, Chapter V, the Gov- 
ernment decided to prohibit the circulation of l-yen silver 
coins after the 1st day of April, 1898 (31st year of Meiji), and 
to announce the fact of that prohibition by Imperial Ordinance 
No. CCCXXXVIII of the 18th day of September. The Ira- 
perial Ordinance runs as follows : — 

Imperial Ordinance No, CCCXXXVIII of the 18th day of Septanber 

of the SOtli year of Meiji {1897). 

The circulation of one-yen silver coins hitherto issued will be prohibited 
after the 1st day of April of the 31st year of Meiji, 

Previous to this on the 7th of September, the Finance 
Minister (Count Matsukata) in view of the fact that the date 
for exchanging of the silver yen was drawing near, issued or- 
ders to the Cashier-in-Chief of the Government Treasury in 
regard to making preparations for the said event, as follows : — 

1. Preparations shall be made with the view to exchanging 1-yen 
silver coins for new gold coins after October 1st, this year. 

2. It is intended that the said exchange shall principally be con- 
ducted at the Central Government Treasury ; but should there be 
applicants for exchange at the Government Treasuries in diiSerent 
parts of the country, these Treasuries shall mediate in the matter 
and get the silver yen exchanged for gold by having the exchange 
fund forwarded to them. 

At Yokohama and Kobe, it is to be understood that the 
exchange shall be undertaken by the Yokohama Specie Bank 
and its branch office, as agencies for the Bank of Japan. 

3. Regarding the new gold coins which are to be used as the 
fund for exchanging l-yen silver coins, a sum of forty three 
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million yai minted from the gold UuUion deposited at the Mint 
Bureau, in the name of the Bank of Japan, shall provisionally 
be handed over to the said B^k; the said Bank ^vill then 
pay it back to the Government Treasury at Osaka; the said 
Treasury in its turn shall make entry of the gold coins 
under its "Miscellaneous Items", and afterward by the end of 
this month make the recjuired allotments of the said coins. 

Instructions as per accompanying paper (omitteil here) hav- 
ing been sent to the Mint Bureau and to the Bank of Japan, 
the receiving and delivering of gold coins shall be made in 
accordance therewith. 
4. The account concerning the new gold coins provisionally 
paid into the Government Treasury at Osaka by the Bank 
of Japan shall be settled after the 1st day of October of this 
year. 

In the manner above described, the exchange of l-yen 
silver coins was commenced on the 1st day of October, 1897 
(30th year of Jfeiji), simultaneously with the enforcement of 
the Coinage Law\ 



SECTION II. 

Amount of 1-yen silver coins and of the promissory notes 
of the Mint withdrawn from circulation. 

The exchange of l-yen silver coins, commenced on October 
1st, 1897, as stated in the preceding Section, was concluded 
according to Law No. V of June, 1898 (31st year of Meiji), 
on the 31st of July of the latter year, as was related in Section 
IV, Chapter V. During the interval, the number of l-yen 
silver coins exchanged for gold coins amounted to 45,588,369 
yen. Of this sum, 38,648,297 yen was received in direct 
exchange for gold coins, and 3,977,099 ye?i was first received 
into the Government Treasurv in the form of revenues and 
other public payments and then exchanged for gold, while the 
amount received into the Government Treasurv at Formosa 
and there exchanged was 2,962,973 yen. 
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Besides these, there >;^as the sum of 29,505,453 yen 4 sen 2 
tin which had been received into the Mint Bureau in bullion 
form, previous to the proniT;lgation of the Coinage Law, and 
which had not yet been minted into \-yen silver coins, but against 
which the Promissory Notes of the Mint to pay silver yen had 
been issued. This amount of promissory notes, therefore, the 
Government was under obligation to exchange for gold coins. 
Now a portion of these notes was redeemed previous to the 
enforcement of the Coinage Law in exchange for the conver- 
tible notes and turned into bullion to be coined into subsidiary 
currency, while the rest was exchanged for gold coins simul- 
taneously with the enforcement of the Coinage Law. 

In other words the total of \-yen silver coins and the pro- 
missorv notes of the Mint, withdrawn from circulation in 
connection with the adoption of the gold standard, was altoge- 
ther 75,093,822 yen 4 sen 2 rin. 



SECTION III. 

Circumstances attending the withdrawal from 
circulation of 1-yen silver coins. 

On making investigations as to the condition of circulation, 
both at home and abroad, of the silver yen^ previous to the 
enforcement of the Coinage Law, the Finance Minister (Count 
Matsukata) found reasons to fear that an unexpectedly large 
amount of the silver yen might be brought back from abroad to be 
exchanged for gold coins, causing a large loss to the Government, 
if there should occur any marked depreciation in the price of 
silver. There was further a fear that, owing to such marked 
depreciation, counterfeit X-yen pieces might find their way into 
this country in connection with this increased importation. 
Under these circumstances, the provisions of Art. XVI of the 
Coinage Law, fixing the period for exchanging the silver yen 
at five full years beginning with the day following the pro- 
hibition of their circulation, was now considered to be unneces- 
sarily long. It was therefore thought advisable to shorten 
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the time limit to three months after the date of the demonetiza- 
tion, making the period end with the 30th of June, 1898 (31st 
year o{3feiji). With this object in view, he now submited to 
the Cabinet Council a draft of the law embodying this policy, 
accompained by the following memorandum : — 

Whereas it has been provided by the 2nd clause of Art. XVI of 
the Coinage Law (Law No. XVI of the 30th year of Mciji), that the 
period allowed for tlic exchange of one yen silver coins should be fixed 
at five years after the prohibition of their circulation, it is submitted 
herewith that, judged from the circumstances attending their circulation, 
it would apjK3ar advisable to complete their exchange as f?oon as jx)ssihle. 
In consequence I venture to propose that, in accortlance with a draft of an 
Imperial ordinance submitted Fcparately, the (Jovernment should prohibit 
the circulation of the one-yen silver on and after the 1st day of April, 31st 
year of JWq//, and limit the period of their exchange to the 30th of June 
of the 31st year of 3feiji, 1 ought to add that I do not expect that this 
shortening of the period allowed for exchange would in any way inter- 
fere with the said work of exchange either at home or abroad. 

The draft of the law mentioned above having been submit- 
ted to the Cabinet Council on the 2nd of September, was presen- 
ted to the 11 til session of the Imperial Diet, in the month of 
December, but as the said session of the Diet was dissolved on 
the 2oth of the same month, the bill did not come up for dis- 
cussion at all. Subsequently, however, the Finance Minister, 
Count Inouye (who succeeded Count Matsukata on the change 
of Cabinet), recognizing the necessity of the measure, submitted 
the following memorandum to the Cabinet Council on the 17th 
of March of the 31st year of Meijl : — 

Whereas in accordance with the 2nd clause of Art. XVI of the 
Coinage Law (Law No. XVI of the 30th year of Meiji), the period allowed 
for the exchange of l-yen silver coins was fixed at five years after the 
prohibition of their circulation ; and whereas the date of the prohibition 
of their circulation was subsequently fixed for April 1st of the 31st year 
of 3/eyi, by Imperial Ordinance No. CCCX XXVIII ; it will be for the 
interest of the Coinage Reform, that the exchange of the silver yen shall 
be effected as speedily as pcs^jible. Besides, should the price of silver 
keep on depreciating, there is no little danger of counterfeit coins being 
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produced. For these reasons I believe it will be advisable to short^iii the 
period of exchange, by making the 31st of July of the current year the 
close of that period. It may be added that since it is now clearly 
known that the quantity remaining at homo to be exchanged has become 
small, the shortening of the period will not interfere with the successful 
completion of the work of exchanging. Such being the case, this measure 
is now submitted to the Cabinet Council together with the accompanying 
draft of the law embodying the proposed measure. 

The above mentioned draft of the law concerning the period 
of exchange of 1-yen silver pieces was presented to the 12th 
session of the Imperial Diet, which was opened on the 19th of 
May, 1898 (31st year of 3£eiji), and was placed on the order of 
the day of the House of Representatives on the 21st of May. 
After listening to an explanation of the bill from the Govern- 
ment delegate, the House sent it to a special committee of nine. 
On the 27th of the same month the chairman of the special com- 
mittee reporting on the bill in its favour, it was presented to the 
House for debate which brought forth an expression of dissent 
to the way the silver coins were examined during the process 
of exchange as being unnecessarily strict. Accordingly the 
Government promised to adopt a less rigid course, and the House 
passed the bill, dispensing wuth the-successive readings. In the 
House of Peers the bill came up for debate on the 31st of the 
same month. Here also after an explanation from the Govern- 
ment delegate, it Tvas immediately entrusted to a special com- 
mittee of nine and on the 4th of June, the chairman of the said 
committee having reported favourably on the bill, the House at 
once adopted it, dispensing with the reading stages. Thus the 
bill passed the two Houses without a single alteration. This 
draft of the law concerning the period allowed for the exchange 
of l-yen silver coins, after thus being passed by the two Houses, 
was promulgated, as stated in Section IV, Chapter V, on the 
lOth of June, as Law No. V. It runs as follows : — 

Laxc No, V of the lOlh day of June of the Slst year 

of Meiji {1898), 

The exchange of 1-i/cn silver coins shall cea.se with the Slst day of 
July of the Slst vear of MeijL 
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Now it was known that in numerous instances counterfeit' 
coins forged in China had been found among the l-yoi silve, 
pieces in circulation. In addition there having arisen a danger*" 
that other counterfeit coins woukl be struck off with silver 
of inferior quality, (as the silver yen Avoukl be redeemed in gold 
even while silver kept on depreciating in price), the Govern- 
ment thought it advisable to make rigid examination in testing 
the genuineness of the coins brought in for exchange. This 
called forth from some quarters a complaint that the ex- 
amination was somewhat over-strict ; but the latter circums- 
tance never caused even the least delay in the work of ex- 
change. Moreover, since the Government notified the public 
by Finance Department Notification No. XLIX of June of the 
31st year of Meiji, as stated in Section IV of Chapter V, that 
after the prohibition of the circulation of the silver yeriy the 
Government Treasury in any locality would, on being asked to 

change l-yen silver coins for legal currency, accede to the 
request, and that the Government would allow the use of silver 
yen in paying taxes or in any form of public payments, it must 
be said that a most ample provision was made for the speedy retire- 
ment of the silver yen. This work of retiring, as judged from its 
result, was carried out in the most satisfactory manner indeed. 

Now on looking back to the circumstances which attended 
the exchange we see that there had been a total issue of 
165,133,710 yen in one-yen silver coins. Of this amount, a 
net total remaining abroad (or the residue obtained by deduc- 
ting that which having once gone abroad found its way back 
into this country by the 31st of July, 1898, the day on which 
expired the period allowed for the exchange of one-yen silver) 
was 99,508,740 yen. Again, the sum of 11,028,633 yen was 
taken and disbursed abroad during the War with China; while 
that which remained unexchanged by the 31st of July of 1898, 
out of the amount sent to Formosa after the island had become 
our possession, was 5,732,027 yen. On the other hand the 
amount exchanged for gold coins between October 1st of 1897 
(30th year of il/e/yV) and July 31st, 1898 (31st year of 3Ieiji), 
was 45,588,369 yen. Besides this the amount recoined by the 
Government was 460,904 yen. Thus the total accounted for 
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;ptoo(l at 162,318,673 yen, which as compared with the total 
Fum which had been issued, showed a difference of 2,815,037 
yen, — the amount which was not exchanged within the period 
set apart for exchange, and which probably was lost or destroy- 
ed at home or taken away by foreign travellers. 

The amount of the silver yen exported abroad being thus 
quite considerable, it was most important to institute inquiries 
for finding out the amount which would probably return home 
for exchange. Now the Government had never relaxed its efforts 
to keep track of the movements abroad of our one-yen silver 
coin, ever since the Government had succeeded in establishing 
a system of paper money exchangeable with silver coins by 
accumulating specie through the utilization of the Reserve 
Fund. It was seen that Shanghai had little demand for our silver 
yen, which passing principally through Hongkong found its 
way to Singapore; thence scattering into neighbouring regions. 
The silver yen exported was thus circulated in the Straits 
Settlements and neighborhood, being to a large extent used in 
paying Chinese emigrant labourers. These Chinese of whom 
there were about two hundred thousand in these regions, were 
all in the habit of going back to China as a rule once in every 
five years; and it w^as ascertained that in going home they 
usually took with them the silver yen which they would 
subsequently melt down into bullion. From these facts, it was 
found that the silver yen, commonly in circulation in the 
Straits Settlements were not more than seven or eight million 
yen. Now further, taking into consideration the probable 
amount in circulation in other regions abroad, it was estimated 
that the coins that might be expected to return home for 
exchange would be about ten million yen. Nevertheless, 
previous to proposing the Coinage Law in February 1897 
(30th year of Meiji), the Finance Minister (Count Matsukata) 
despatched telegrams to Japanese consuls stationed at various 
places, instructing them to report in regard to facts concern- 
ing our one-yen silver coin in their respective regions. The 
reports which were sent in were as follows : — 
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Report of the Consul at Funan: — (By telegram, dated February 
22nd, 30th year oi Mdji), 

The Japanese l-ycn silver coin in circulation in this port is about 
20,000 yen. 

Report of the Consul at Chemulpo: — (Bv telegram, dated February 
22nd, 30th year of Mciji), 

The \-yen silver coin now in circulation in this port is about 30,000 
yen. About 70,000 yen more are expected to arrive here within a week. 
The amount in circulation in the interior can not be ascertained. 

Report of the Consul at Chefoo: — (By telegram, dated February 
22nd, 30th year of Meiji). 

The l-yen silver coin in circulation in this port is about 700 yen and 
in perfect condition; there are about 1,200 yen of smaller silver coins. 
Our silver coins w^hich were disbursed at Wei-hai-wei have nearly 
all gone to Shin-king province via this place. 

Report of the Consul at Singapore: — (By telegram, dated February 
22nd, 30th year of Meiji). 

The Japanese silver yen in circulation in this port is I believe 
between 7,000,000 and 8,000,000 yen. 

Report of the Consul ai Hongkong: — (By telegram, dated February 
23rd, 30th year of Meiji). 

The amount of Japanese silver yen in this port is by rough calcula- 
tion, 500,000 yen. 

Report of the Consul at Tientsin: — (By telegram, dated February 
21st, 30th year of Meiji). 

The silver yen in circulation in this port is very little in amount and 
does not exceed 5,000 yen. Have never seen a chopped silver yen. 

Report of the Consul at Shanghai: — (By telegram, dated February 
21st, 30th year of Meiji). 

Investigations show that the Japanese silver yen irrespective of its 
being chopped or not, is not in circulation at all in this port, beyond a 
small quantity of our subsidiary coins which may be noticed at times. 
The details concerning the matter will be sent by mail. 

Report of the Consul at Fusan: — (By telegram, dated March 5th, 
30th year of Meiji). 

The Japanese one yen silver in Won-san is about 43,500 yen. 
The above by request of the Consul at Won-san. 
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In the light of the foregoing reports, it was finally decided 
to put the estimate of the l-yen silver coin returning home 
for exchange at ten million yen. Now the actual import of the 
silver yeyi between October 1st, 1897, and July 31st, 1898, 
amounted to 10,846,465 yen. Thus the work of retiring one 
yen silver coins was finally accomplished with but a small 
discrepancy between the actual amount of the imported silver 
yen and the amount estimated. 

Subjoined are the most important of the reports received 
concerning the condition of our one-yen silver coin circulating 
abroad, during the period commencing with the promulgation 
of the Coinage Law and ending with the prohibition of the 
circulation of the silver yen. 

Report concerning the circulation of one-yen silver coin in Fusan and its 
vicinity: — (Condensed extract from the report of the Chamber of 
Commerce at Fusan, dated August, 30th year of Meiji). 

In trying to make a detailed and reliable report on the condition and 
amount in circulation of our coins, in the two provinces of Kyong-sung-do 
and Chol-la-do, which have the most important trade relations with this 
port, we have found it practically impossible to do so, on account of 
the absence of reliable data to go by. We can but make conjectures, 
basing them on the information obtained from our traders who frequent 
the interior as well as from the personal accounts of Koreans and our 
settlers. There does not exist, however, any uniformity of opinion 
among these people. Especially is this the case in regard to Chol-la-do; 
some say that our coins enjoy the greatest credit and widest circulation, 
preference being given to them even in the monetary transactions of the 
natives among themselves; while on the contrary, there are others who 
say that our currency does not circulate at all among the Koreans, it 
being used by them only for making payments to the government. 
On our making further inquiries, we are inclined to regard the latter 
opinion as nearer the truth. The amount of our currency in actual 
circulation in the above two provinces is probably somewhere about 
200,000 or 300,000 yen (another opinion puts it at about 600,000 yen) ; 
three quarters of this is in Kyong-sung-do and the other quarter in Chol- 
la-do. Classified according to their nature, it may be said that the Kyong- 
sung-do's share consists of equal parts of paper and silver, and that of 
Chol-la-do, largely of l-yen silver coin, the paper currency l)eing 
limited to about two or three per cent, of the amount. As for small 
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subsidiary silver and copper coiii^, it would appear that they arc to be 
found only to a very limited extent, hardly worth estimating. Besides 
those mentioned above, the amount in circulation f^olely in and about 
this settlement may be put at not less than 300,000 yen. The paper 
currency in circulation consists of the denominations of l-yen, o-ycn and 
10-ye«. 

While our silver currency is sought after in Chol-la-do province, as 
stated above, for the purpose of making payments to the government, it 
is otherwise not without demand among the people at large. Their 
object in most instances is not, however, to use it as money, but to turn 
it into bullion for the purpose of manufacturing ornaments, such as 
hair-pins, bracelets, rings, tobacco-pipes, etc. For this reason, wherever 
one goes, it is quite easy to obtain five hundred to five hundred and ten 
man of Korean cash for our l-yen silver coin ; in some places the latter 
being exchanged, as report goes, even for five hundred and twenty mon 
of Korean cash. That our silver coins are held in such high estimation 
everywhere is due probably to the fact of these coins being of assured 
quality, while their counterfeits are only very seldom met with. This 
w^ill probably explain the reason of partiality on the part of the Koreans 
for our currency. At the same time those Koreans who have learned that 
our paper currency can at any time be changed for silver coins, even 
prefer the paper on account of its being handy and convenient both 
for transacting basine?s and for hoarding. This is why in the province 
of Ch(')l-la-do which adjoins this port so much more paper money, as 
compared with other provinces, has found its way, and is being circulated 
among the Koreans at large. 

Appendix : — 

According to the personal observation of one who lately travelled 
through Kang-won-do : it seems that in the central part of that 
province our one yen silver and subsidiary coins (nickel and copper 
coins included) can be passed everywhere without any difficulty 
whatever, at the rate of 500 mon of Korean cash for one yen silver 
and the proportionate rate for subsidiary coins ; but as soon as we step 
out of the boundary of this province and enter the north-eastern 
part of Kyong-sung-do we find that, although not rejected, the silver 
yen can realize only 470 to 480 mon of Korean cash. This difference 
is supposed to be owing to the fact that the people of that locality 
follow the exchange rate ruling in Fusan ; further, our other subsi- 
diary coins do not pass in the province at all. 

Again, according to one itinerant peddler who has recently returned 
from Chol-la-do, there is a growing demand for our silver currency 
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in that province, people being inclined to accept from preference 
onr silver coins in payment for their grains and other merchandise. 
For this reason, it will be more convenient for merchants going 
into this provinc^e hereafter to take along with them oar silver coins 
instead of Korean cash. 

liCjxjrt conccrninff the circulation of l-yen silver in Chemulpo and 
ita vicinity: — (Condensed extract from the report of the Chamber 
of Commerce at Chemulpo, dated May 10th, 30th year of Meiji), 

Only a conjecture can be made in regard to the present amount of 
our currency in circulation in the four provinces of Kyong-kwi-<lo, 
Chhang-chhong-do, Hwang-hai-do, and Phyong-an-do, — there being 
no data in existence to rely upon. While in consequence of this fact no 
accurate report can be nuide, yet the amount may be roughly estimated 
at three million yen. Next, as to the circumstances attending their circu- 
lation and the rates at which they are passe<l, we can offer again but mere 
.surmises. Since, however, different districts present different features, 
we will try to make our report according to localities. 

7. Kyong-kwi-do, 

Since this do or province, comprises within its bounds the Japanese 
settlements at Chemulpo, Seoul, etc., our paper currency naturally enjoys 
here more credit and is circulated more largely than in other parts. 
At the same time the silver yen constitutes probably six-tenths of the 
amount in circulation, so that notes and subsidiary coins together may 
be said to make up the remaining four parts. 

II. Phyi'mg-an-doy Hwang-hai-do y and Chhang-chhong-do, 

Throughout these three provinces our \-yai silver coins compose 
nearly all of our currency in circulation ; and while paper money 
and subsidiary coins are not altogether wanting, their amount is 
extremely small. 
To sum up, it is a fact that the degree of cre<lit our \-yen silver 
coins enjoy among the Koreans in this neighborhood is really beyond 
expectation. Everywhere they can be pjissed without the least diffi- 
culty, and they possess the exchange value of 510 to 560 Korean cash. 

Report on the circulation of 1-yen silver coins in Seoid and vicinity : — 
(Condensed extract from a report of the Chamber of Commerce 
at Seoul, dated July 3rd, 30th year of Meiji), 

Of the amount of our l-yen currency in circulation in this locality 
(throughout Seoul), about 1,200,000 yen are in silver coins and 800,000 
in notes. 
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With the exception of o-ficn silver pieces^ our currency is enjoying 
full credit; the credit of l-yen silver ciins being especially excellent. 

On account of a fear that 5-sen silver coins would easily get lost, 
it is said that they do not pass in country places, outside the radius of 
three or four ri from this citv. 

Further, 2-sen copper coins do not pass outside the city precincts; 
6-rin copper passes only for l-rnon Korean cash. 

As to the condition of circulation of our silver yen and the notes or 
bills convertible in that coin, on the going into effect of the Coinage 
Law, we are inclined to believe that people in and about the city precincts 
will give full credit to them as a convenient medium of exchange ; in 
country places, however, though there may be not rouble in passing 
them, the people may be somewhat in haste to get them cashed ; in other 
words, in these country places their credit will be less than in the city. 

Repo)i on the condition of clrculailoa of l-yen sliver coin in Won-aan 
and vicinity : — 

I{€})ort /.- — (Report of the Consul at Won-san; dated March 
(ith, 30th year of ITcyV). 

It is impossible accurately to ascertain the amount of our silver yen ta 
be found in this port ; but according to the opinion of the officials of the 
branch office at this place of the 18th National Bank, the amount may 
be roughly put down thus: 18,500 yen in the possession of the said 
branch, 4,500 in the hands of our merchants, 3,000 held by Chinese 
merchants, and 17,500 yen by Koreans in Won-san district. Again ^ 
according to the opinion of our traders, at least 15,000 yen are thought 
to be found in the regions of Tau-chhon, I-won, Puk-chhong, Ham-o, 
etc., — centres of production for Mln-'al-jyo (a kind of haddock) and 
mja beans, — and over 10,000 yen in Ko-song, Kam-su, Koryo, in southern 
Kang-won-do, places where dried sardines are produced. 

Report II: — (Condensed extract from a report of the Won-san 
Chamber of Commeice; dated May 15th, 30th year otMclji). 

The amount of our currency in circulation in our settlement and that 
of the Chinese in Won-san, and in its vicinity, is roughly estimated as 
follows : — 

yen 
Silver currencv 60,000 

Paper „ 90,000 

Total 150^00 

17 
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Credit and circulation of o'ng inclined to acccpt'-^^^^''^^^''^*^ "* Ham- 
gyong-do and Kang-wdn-do : — y their grains aiM^^J^re does not seem 
to exist much difference between tli|ore conveiu^'^s ; tlie credit is confined 
to our silver currency outside of'-e aloo^^ ^"^ vicinity, — the paper 
currency being most rarely met with, i. .act it may be said with correct- 
ness that the paper money is not circulated at all outside of Won-san. 
In other words the area of circulation of our paper currency is confined 
to Japanese and Chinese settlements and Won-san proper, so that its 
amount is very small. The silver coins on the other hand enjoy much 
credit, being in circulation even in the region of Kil-ju in Ham-gyong-do 
and within a radius of 30 or 40 ri of Won-san in Kang-won-do. 
Especially in the sardine season, a comparatively large amount is annually 
said to be circulated in Kang-won-do, though the circulating area is 
narrower here, as compared with Ham-gyong-do; while in the latter 
province, the circulating area being much larger, it may be taken for 
granted that its credit and amount are several-fold. Under these 
circumstances the amount in circulation of our silver coins in these two 
provinces may be put down at about fifty or sixty thousand yen. 



Reports on the condition of circulation of l-yen silver coin in 
NeW'chwang : — 

Report I : — (Condensed extracts from the report of the Consul 
at New-chwang ; dated February 25th, 30th year of Meiji), 

Previous to the late war, Japanese silver currency was a thing of 
extreme rarity in this port, being hardly recognized as circulating cur- 
rency. During the campaign, however, w ith the disbursements in defray- 
ment of our military expenses in Liao-tung Peninsula, Japanese silver 
currency began to circulate in great abundance, even to such an extent 
that its rate against copper cash came to be quoted in the market here. 
Even then, however, it was not free from a disparity of 200 to 300 man 
(32 to 48 copper ctish) as compared with the Mexican dollar. Since the 
melting of the ice this season, however, a change has come over the situa- 
tion, and Japanese silver yen began to rise markedly in value, until we 
have come to see a disparity in its favour of over two hundred mon in 
comparison with the Mexican dollar. The cause for this is probably to 
be attributed to the fact that the number of natives who want Japanese 
yen in payment for various kinds of beans they bring down is increasing. 
But going a j^tcp further in ascertaining the reason for the partiality 
shown toward the Japanese silver in preference to the Mexican, by these 
natives of the interior, we must note the fact that Mexican dollars, 
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having long been'^^) ^^^ "^jjWlWP^flout China have become consider- 
ably worn off, as ^\^^ ^^ ^le fact of the presence of counterfeit coins 
among them and the d??Tculty of distinguishing the genuine ones from 
the counterfeits, on accony. of their rough workmanship and design ; 
on the contrary, the Japao^ coin is finer and more distinct in 
design and appearance and le^worn off, so that tliere is no room for 
counterfeiting. As for the amoult of our silver yen disbursed in this 
port alone during its oi^cupation up^ our army, it undoubtedly was over 
100,000 ycix, but the bulk of it has^since drifted into the interior and the 
amount to be found here now will not reach ten thousand yen. Such 
being the condition of the market, the scarcity of Japanese coin is 
increasingly felt here, while its price is constantly rising. 

The above account is in reference to one-yen silver coin alone. As 
regards the smaller silver coins, whiU Hongkong coins are occasionally 
met with, the greater portion in circulation consists of our lO-sen and 
20-8cn pieces, which are above the former in point of credit, this, as in 
the case of the silver yen as stated above, probably owing to their being 
less worn off. 

In all the places once occupied by our army, we find our silver coins 
circulating, being, it is said, most largely circulated in Port Arthur. 
Here in New-chwang, the rate of the Mexican dollar as against copper 
cash fluctuates according to the condition of the market, but as a rule 6 
strings (960 copper cash) is taken as a basic figure, the rate seldom 
getting down below that. 

RepoH II: — (Condensed extract from the report of the Consul 
at New-chwang ; dated March 12th, 30th year of 3Ieiji). 

As regards the circulation of our silver yen in the interior of Shin- 
king province, especially in this port, my report has already been 
sent in. Since then I was by permission out on. a tour, and found that 
in every locality between here and Mukden the Japanese silver yen 
was in circulation. It was my intention to make some investigation 
concerning our currency in the three localities of Mukden, Liao-yang, 
and Hai-ching ; but owing to illness I was compelled to hurry back, so 
that I was not able to carry out my original plan. I have obtained, 
however, some information as to the condition of circulation of our silver 
coins at different points on my route, and a brief statement of the same 
I now beg leave to forward herewith as supplementary to my previous 
report: — 

1. The castle town of New-chwang (95 Chinese miles from this 
port). 



• 
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In this region 164 coj5|^i*%oiine(l to accer4| (chao). It thus 
contains four more coppers than 1 stins an^this port ; the rate of 
silver currency is 8 strings per oii^^^'yven (i. e. one yen or 
dollar). There are some Mexican dollars in circulation but the 
Japanese silver comprises tlie greater portion of the silver money 
of the region and enjoys a cr^it far above that of the former. 

For this reason the silver yen is in this place higher by 2 
strings {chao) (328 copper ca.*h) in its exchange rate as compared 
with that in tliis port. 

Again concerning the sioaller silver coins: 1 kok (of lOsen 
pieces) of these changes heiB for 800 mon {S phai), so that 10 
kok would equal 8 chao; t'»at is to say, the smaller silver coins 
circulate at the same rate o /exchange as the silver yen. 

2. The vicinity of Hai-chijig 

I did not visit Hai-ching, but information obtained in its 
vicinity is as follows : — 

a. Sze-ho-tai : — This place is a highway town at a distance of 
45 Chinese miles from Hai-ching. In this place 196 copper cash 
make one string {chao). Both the Japanese yen and the Mexican 
dollar pass for 8 strings (1,568 cash) ; so that while they circulate 
here nominally at the same rate as in New-chwang, they stand 
for a larger number of copper cash. Though no special disparity 
is noticed between the Japanese yen and the Mexican dollar, the 
favour shown toward the former is as a rule far above that for 
the latter. 

b. Sha-he-tsze is a village (100 Chinese miles from New-chwang 
castle) situated midway between the New-chwang-Liao-yang and 
the Hai-ching-Liao-yang roads. In this place 1 string {chao) 
consists of 162 copper cash, and the Japanese yen is exchanged 
for 7 strings and 200 mon (2 phai). Practically no Mexican dollars 
are in circulation here. 

As for smaller silver currency: 1 kok Japanese currency (of 
10 sen coins) is exchanged for 600 mon (6 phai), so that as 
compared with the silver yen its rate is proportionally smaller, 
but it has a very good circulation. The Hongkong silver cents 
are not only in circulation to but a small extent, but they are not 
well received, while the Canton silver cents fare worse still. 

3. Liao-yang:— Here 1 string consists of 162 copper cash and the 
Japanese silver yen is exchanged for 6 string {chao) and 500 mon 
(5 phai). The amount of the Mexican dollar in circulation is 
small and besides it is not well received. Here agsiin 1 tad of 
silver bullion (Horse-shoe ^^yuenpho " silver) is exchanged for 10 
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string (chao) and 600 mon (6 phai). 
4. Mukden and its vicinity : — In Mukden one string {chao) con- 
sists of 164 copper cash, and the Mexican dollar {yen or dollar) 
is exchanged for 6 strings. Though there is no disparity bet>\'een 
the Japanese yen and the Mexican dollar, there is more of the 
former in circulation. As for small silver coins, one kok of 
them is exchanged for 600 inon (6 phui). 
From the above, it will be seen that our silver yen has now found its 
way far into the interior of China beyond the limits of the places at one 
time occupied by our army, and is there supplanting the Mexican. Now 
the reason why the natives of the interior show fondness for the Japanese 
yen is solely because ours is finer and more distinct in shape and design, 
and can be more easily distinguished from its counterfeits, (which in fact 
are very rarely to be met with) ; and then the Japanese coin is far less worn 
oft' than the Mexican and moreover contains a larger proportion of silver. 
These being points which the Chinese are particularly shrewd in noticing, 
it is expected that the Japanese yen will steadily grow in credit and 
popularity in these regions. However as things stand to-day, the 
circulation of our silver yen in these localities is limited in amount, being 
confined to those that were disbursed for military purposes during 
previous years. Hence if in the future there is annually introduced into 
the interior, say 100,000 yen, its circulation in the interior will be yet 
more accelerated, and I believe it will not be difficult to drive off* the 
Mexican entirely from the field. 

In Liao-tung peninsula they call copper cash Tungchen and fix 
its lowest unit at l-phai (100 moii), while ten phai make 1-cAao. 
As to how many copper cash make 1-phai, it differs according to 
different localities; for instance in this port (In-kao or commonly 
called New-chwang), it is 160 cash but at the castle town of 
New-chwang 164 cash. 

Report III: — (Report dated August 27th, 30th year of Meiji). 

***** In New-chwang there has always been more or less of our 
silver yen in circulation since the late war. At present it is reported 
that our silver yen is being bought by foreign merchants and the branch 
office of the Mitsui Buasan Kwaisha. 

Report IV: — (By the Consul at New-chwang; dated August 
30th, 30th year of 3IeiJi). 

Ever since the rate of exchange between Japan and Shanghai has begun 
to show a daily rise, the Branch of the Russo-Chinese Bank, some 
Japanese traders, a few Chinese and the resident Japanese merchants in 
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this port have begun to buy all the silver yen that can be got. ' The explana- 
tion is not far to seek. The rate of Japan-Shanghai exchange having^ 
risen to over 80 ^a^^fe at present, if they bought silver yen at the rate of 72 to 
73 /aefe per 100 yen at this port and shipped them to Japan and then 
sell at Shanghai the bills of exchange on Japan, the transaction would 
prove quite profitable. In addition, the Japan-Shanghai exchange rate 
showing but one tendency to rise steadily, and everybody being engaged in 
buying the Japanese coin, the market quotation for it has steadily been 
appreciating in this port and to-day it runs from 75 to 76 tads. It i» 
now expected that the competition among the buyers, and scarcity of 
the silver yen will force up the quotation still higher. 

The amount of the silver j/e7i secured so far by foreign and Japanese 
merchants here is thought to be somewhere about sixty or seventy 
thousand yen. Now Liao-tung peninsula is the place where our silver 
yen is in circulation to the largest extent in China. But a greater por- 
tion of that peninsula's commercial relation being with Chefoo, rather 
than with this port, the movement of the local silver also makes Chefoo 
its central point, so that all the silver yen that can be absorbed at this 
port is confined to what is circulating through a zone extending from 
Kai-ping, New-chwang, Hai-ching, etc. — places formerly occupied by 
our army — as far as Mukden. But in these regions, the amount of oiur 
silver yen is not expected to reach 200,000 yen altogether, while its rate 
of exchange with copper cash is far higher than in this port ; for in this 
port our silver X-yen changes for 5 strings {chao) and 600 or 700 mon 
(5 ehao and 600 mon = 896 copper cash), while in the interior the rate 
is from 6 strings (= 960 copper cash) to 6 ehao and 400 mon, for one 
silver yen. It is thus but natural that the silver yen should be drawn 
into the interior where it is circulated among the farming population at 
large; so that it is no easy thing to absorb it here. The total of the 
silver yen exported since last month to Japan by the businass people 
above mentioned it is not yet possible to ascertain ; but the ships belonging 
to the firm of Bandinel & Co. of this place alone have already shipped 
over 10,000 yen. 

Reports on Vie condition of circulation of the silver yen in Tientsin : — 

Report I: — (By the Consul at Tientsin; dated February 25th, 
30th year of Meiji). 

In accordance with the telegraphic instruction to investigate and 
report concerning the amount in circulation of Japanese silver currency 
in the Tientsin market at present, distinguishing the j)erfect from 
chopped coins, I wired at the time an answer to the effect that the present 
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amount of silver currency in this place was only about 5,000 yen and 
that chopped silver coins were not to be met with ; that message I trust 
has already reached you. 

Now our silver yen is not circulated as currency here at all, but it is 
said that no small part of that currency placed in circulation throughout 
Liao-tung peninsula during the late campaign is taken here by traders to 
pay for merchandise. These l-yen pieces are exchanged for Mexican 
dollars at a discount of 5 sen to 5 sen and 5 rin. Among varioa^j objects 
for which these Japanese coins are used, may be mentioned in the 
first place the fact that, since they pass at par with Mexican dollars 
in Liao-tung peninsula, not a few of the traders who go out to 
that peninsula to buy goods, buy here Japanese coins in order to 
take tliem along with them ; .«ecDndly, no small quantity of our silver 
coins is probably bought here by silversmiths at par price with 
Mexican dollars, on account of the superior quality of our silver coins, 
for the purpose of melting them down for manufacturing women's 
ornamental articles. From thei?e causes it may be presumed that, at no 
distant future, our silver coins will altogether disappear from the market 
here. The silver currency in circulation here is mainly of the two 
kinds, the Mexican dollar and the new silver dollar coined in Hong- 
kong. 

Report II: — (Report of the Consul at Tientsin ; dated August 
28th, 30th year of Meiji). 

As regards the condition of circulation of our silver yen in this port, 
it may be said that it does not pass as cun*ency in the market here, so 
that it is not known by the general public at all. At the time of my 
former investigation its amount here was found to be no more than 5,000 
yen, and this small amount has not been enough to create a general interest. 
In consequence there does not seem to have occurred yet any tendency 
on the part of the Chinese merchants to speculate by trading in Japanese 
coins. At the Chinesa brokerage in Tientsin, the present rate of 
exchange between Japanese yen and Mexican dollar stands at 1.025 yen 
for one Mexican dollar. Since formerly the rate was 1.050 yen for 1 
Mexican dollar, our \-yen coin has thus appreciated by .025 sen; yet 
it is still below par. This may perhaps explain the present attitude 
of the Chinese concerning our silver yen. In the foreign settlement here, 
however, the rate of exchange between Tientsin and our country has 
steadily been advancing since last month, and it stands nearly at 84 
Chinese iaels per 100 yen. Now since the present rate of exchange of 
the Chinese iael is 72 tael per 100 Mexican dollar, it will take 
116 Mexican dollars to buy a draft of 100 yen drawn on Japan. 
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In spite of this rise iu the rate of exchange, various banks in the settle- 
ment appear to be accepting our silver yen at its former rate, the reason 
probably being that there are only so few of them here. However 
amongst the Japanese merchants here, who have close trade connections 
with our country, there are some who, perceiving the profitableness of 
sending home our silver coins have begun purchasing them, and it is 
said the transaction is being effected at the rate of one Mexican dollar 
for one Japanese yen. The branch office here of the Nippon Yusen 
Kwaisha has, since the beginning of the present month, made it their 
rule to have fares paid in Japanese silver currency, charging ten j>er cent, 
discount when paid in Mexican dollars. So much for the condition of 
things in the settlement here. To sum up then, those who handle our silver 
currency in this region are limited to only a section of the merchants in 
the settlement who have close business relations with Japan; while even 
amongst the latter, the branch of the Nippon Yusen Kwaisha as stated 
above is the only party who has put a premium price on our silver currency 
as compared with Mexican dollars. 

li^'ports on the condition of circulation of the silver yen in Chefoo: — 
Report I: — (Condensed extract from a consular report; dated 
Chefoo March, 30th year of Meiji), 

The amount of Japanese silver currency that parses in and out of this 
port as a channel of distribution is quite considerable. Chemulpo, 
Wei-hai-wei and Liao-tung peninsula may be named as places from 
which our silver coins are imported, especially the last named region 
sending it in the largest quantity. During the summer season, foreign 
war vessels that put in here leave more cr less of these coins behind 
them. As for the destination, they all go to Liao-tung peninsula; 
the amount thus shipped last year, it is said, was not less than 400,000 
yen. Their amount now in circulation here is, however, about 700 yen 
in l-yen and about 1,200 yen in subsidiary coins; while no chopped 
silver yen are to be found. As for the condition of circulation, the 
Japanese silver cuiTency enjoys a great confidence in Liao-tung peninsula, 
being used in all daily transactions, and there is no fluctuation in its price* 
The reason for so much confidence shown to it lies in the fact that there 
are so few counterfeits among its number and because it is so fine in 
appearance. In consequence, at Chefoo also, which has a close trade 
connection with Liao-tung j>eninsula, it has steadily increased its credit, 
as a result of its favourable reception in Liao-tung peninsula. 
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Report II: — (By the Department of Foreign Affairs; dated 
April 19th, 31st year of Meiji), 

The present amount of our silver currency in this port is about 5,000 
yen, together with 1,500 of paper money, — total 6,500 yen, and though 
the amount may increase in the future, such an increase will not be very 
considerable. Credit enjoyed by our currency in Liao-tung peninsula is 
quite as much as in the past. Besides, the exchange rate of our silver 
yen in the 2nd month of the lunar calendar having been higher than 
that of Mexican dollar by one momme, that is, our silver showing a high 
price of 8 momme 3 fun, it has now become almost a customary thing 
amongst those who go over to Liao-tung peninsula for the purpose of 
buying goods, to vie with each other in taking along with them our silver 
yen. Indeed up to a short time since, the amount thus taken over was 
said to have reached about 30,000 yen. There being expected no further 
demand for our currency in that direction, there has already appeared 
here some disparity between the price of our currency and the Mexican 
dollar, so that as compared with the latter, the former has now to pay a 
premium in exchange. 

Reports on the condition of circulation of the silver yen in Shanghai: — 
Report I: — (By the Consul at Shanghai ; dated February, 30th 
year of Meiji). 

In spite of the fact that the Japanese currency does not circulate at 
all in Shanghai there seems to be, amongst our businei-s men at home 
who are not familiar with the state of things here, many who still 
entertain an erroneous opinion that our currency is enjoying the same 
credit in Shanghai, as in Hongkong and other ports west of it. The 
circulating currency of Shanghai is of two kinds, the silver tael and 
Mexican dollar, the latter being the more influential of the two. This 
is probably owing to the fact that the Mexican dollar is, as compared with 
the silver tad, more trustworthy and much safer to use in transactions, 
hence more fit as a medium of exchange. As for the Japanese silver yen, 
despite the fact that it is equivalent in value to the Mexican dollar and 
that it is possible to maintain the identity of the rate between them, it 
can not command the credit due it in commercial circles here. This is 
owing mainly to the fact that the custom house authorities of this port, 
have not yet permitted its use in the payment of custom duties. It is 
indeed a matter of extreme regret that as a result of this we can not see 
our silver yen circulating in this central market of the Orient. As for 
our subsidiary coins, 10-«en, 20-sen and dsen pieces are more or less 
circulated among the Chinese and are not altogether rejected by European 
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merchants, but the amount thus circulated is decidedly small ; being only 
suffered to pass, so to speak, mixed up with the 20 cents, 10 cents and 
5 cents (subsidiary) coins of Canton, Hupei and Hongkong. (The 
smaller coins of Formosa have, since the cession of the island, incurred 
the general hatred of the Chinese and do not pass at all). In other 
words the smaller Japanese coins are not accepted as Japane::e currency, 
but are merely allowed to pass, being not purposely rejected, when 
they happen to be found among other subsidiary coins. 

liefore the late War, Japanese currency was at times imported here 
in connection with trade between Korei and China. It was done as 
follows: when the Korean merchant wished to make a draft remittance to 
Shanghai, he did not have a rate of exchange to go by between the 
Korean currency and the Chinese tad. neither did he have any kind of 
currency to sliip over to Shanghai, except Japanes3 silver coins and paper 
money; he therefore bought these and shipped them to Cliinese merchants 
in Shanghai, who in turn had them discounted at the Shanghai branch of 
the Yokohama Specie Bank on the basis of comparative quantity of pure 
silver to be found in tlie Japanese yen and the Chinese tad (Mexican dollar 
being used as a medium of comparison); and in this way merchants 
of the two countries used to settle their commercial accounts. Again, 
after the War it was in no small quantities that Chine-e merchants 
or Chinese soldiers brought back Japanese silver coins from North 
China, and at one time the amount discounted by the branch of the 
Specie Bank at Shanghai and regularly shipped home rose to over 10,000 
yen per each mail. But this was only a temporary affair, and with the 
lapse of time, Japaneibe currency may be said to have disappeared 
entirely from the banking circles of Shanghai ; the amoimt brought by 
different banks to the branch office of the Specie Bank for exchange 
being no more than about 1,000 yen a month. Occasionally more 
or less Japanese silver coins are brought over from the direction of 
Korea and Hongkong, but such is merely a temporary phenomenon of 
trade; and though those coins thus come in sometimes to this port, they 
are exchanged at once at the Specie Bank for the stamped silver yeny 
and shipped away again to Japan, Korea or Hongkong. 

Report II: — (By the Consul at Shanghai; dated August 27th, 
30th year of Meiji), 

****^frltis extremely difficult to ascertain the amount and kind 
of silver coins that have thus far been shipped to Japan, indirectly via 
places other than this port. However it will not be difficult to know 
the general amount of silver coins shipped directly from here to Japan; 
to wit, the total of silver coins (there is no doubt of their having been 
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entirely of our silver yen) shipped per the steamers of Yusen Kwaisha 
from the middle of May last up to date, was about 55,260 yen, as stated 
in the accompanying paper (here omitted). The bulk of this amount is 
said to have come from Korea, Liao-tung peninsula, Chefoo and Foochow, 
as a result of trade transactions or business speculations » * * * » 

As the date for the going into operation of our Coinage LaAv draws 
near, Chinese brokers here are awakening to the situation. They are now 
singling out and setting apart our small silver coins and in consequence the 
subsidiary coins in circulation here have come to consist mainly of the 
silver pieces coined in various Chinese provinces and in Hongkong. 
From this, it may be seen how closely Chinese merchants are watching the 
effect of the coinage reform in our country. 

Report III: — (Dated August 27th, 30th year of Meiji), 

* ♦ * * * The amount of our silver currency ship])ed home by Chinese 
merchants here, from the month of May up to date, Ls about 60,000 yen. 
At present some of these merchants are said to be still buying our coins 
even at a premium of five to six yen per one hundred yen. The silver 
currency thus bought is said to have come from Korea, New-chwang, 

&C, » « 4f ^ * 

lieport on the condition of cironlation of the silver yen at Amoy : — 
(Consular report ; dated Amoy, August 26th, 30th year 
of Meiji). 

* * » * * The Shanghai and Hongkong Banking Corporation has 
from the beginning of this month commenced in earnest to buy our 
undefaced silver yen coins (commonly called by the Chinese "the un- 
numbered dragon silver"). At fir-t the rate stood at 104 chopped yen 
for 1(X) yen ; but at present they are paying about 106 chopped yen for 
100 yen, and shipping them away from time to time to Hongkong. 
Further, they are despatching men to neighbouring points in the interior 
such as Chang-chu-fu and Tsuen-chu-fu in order to buy those coins 
hoarded by the people. 

Reports on the condition of circulation of the silver yen at Hongkong: — 
Report I: — (Consular rej>ort ; dated Hongkong, June 1st, 30th 
year of Meiji (1897). 

In response to your telegram of inquiry of the 23rd of February 
last, I submitted the result of my investigations at that time. Since 
then wishing to inform my.self concerning tlie latest state of affairs, I 
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instituted another investigation, but liave failed to discover any change in 
the situation since, except that the unchopped silver yen is unexpectedly 
small in amount. , According to reliable information furnished by one 
who is in the exchange basiness here, the Shanghai and Hongkong 
Banking Corporation is thought to be at present the largest possessor of 
our silver yen. It is said that the amount of the chopped silver 
yen held by that bank is 235,000 yen and of the unchopped ones, 
118,132 yen (estimates on May 31st). It is impossible to know the 
accurate amount held by the Chartered Bank (of Australia, India and 
China) and others, as well as by Chinese exchange houses and wealthy 
merchants ; but in the opinion of the managers and compradors of these 
banks, the amount on hand of the unchopped silver yen is said to be 
very small and that if we put aside what is in the possession of the 
Shanghai and Hongkong Banking Corporation, the amount is no more 
than iome seventy or eighty thousand yen altogether and certainly below 
one hundred thousand yen. The present total of the chopped and un- 
chopped silver yen put together will be, therefore, something like 200,000 
yen. At the same time it not infrequently happens that, owing to sudden 
changes in the rate of exchange between this place and the surrounding 
regions, namely, the various ports of Formosa, the sea-board towns of 
Southern China such as Amoy, Foochow, Shau-tau, Canton, the Straits 
Settlements and French Indo-China, several thousands, nay, several tens 
of thoa'sands of the silver yen are imported here or shipped out from this 
place all at once. Indeed, when I interviewed the manager of the 
Chartered Bank to-day, he said that that bank intended to send within a 
few days thirty or forty thousand silver yen to Formosa. Again at the 
market here, a premium of ^f^^ is paid for the Mexican dollar and 
about */iooQ for the Japanese silver yai. As stated above, the present 
amount of the unchopped silver yen found at this port is very small, but 
it is impossible to foretell its future increase or decrease. It must be 
remembered that the banks and large merchants of the neighbouring 
centres of business generally have their principal offices or branch offices 
here ; besides, as you are well aware, this port has the l>est facilities for 
transporting things to Japan. Hence it may happen that the silver yen 
shipped to Japan by the banks and merchants of places outside of this 
port may pass through Hongkong. Under these circumstances, it \& 
impossible to estimate at this moment the amount of silver yen tliat may 
be shipped home from this port, after the going into effect of the 
Coinage Law. 
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Report II: — (Consular report ; dated June 2nd, 30th year of 
Mciji). 

In reply to your telegram of yesterday (i. e. the 1st), I wired you an 
answer that the quotation on our silver yen was at the rate of one thousand 
and three dollars in local currency for one thousand of the silver yen. 
On investigating the cause for this disparity I found that it was to 
be ascribed to the purchases of the silver yen, made by certain parties 
with the purpose of shipping it to various ports in Formosa and other 
neighbouring points where the silver yen was in demand; and that it was 
not owing to the intention of having it exchanged for gold on the coming 
into operation of the gold standard law in Japan. In support of the 
foregoing opinion, the case of the Mexican dollar may be cited ; its market 
rate here l>eing about 1,008 in Hongkong currency per 1000 pieces. 
The discrepancy between the Mexican and the Japanese silver must be 
explained by the fact that the former is heavier in weight and com- 
mands a greater demand in the interior of China than the latter. This 
at least is the opinion of those in business here and is herewith submitted 
for reference. 

Report III: — (Consular telegram; dated August 5th of the 
30th year of Meiji). 

The quotations on Japanese coins and paper money are daily going 
up in a marked manner; tcMlay's rates being 1,048 dollars per 1,000 
silver yen, and 1,047 dollars per 1,000 yen of notes. 

Report IV: — (Telegram; dated Shanghai August 21&t, 30th 
year of Meiji). 

Actual exchange rate of to-day, 9 Vi %• The Hongkong and Shanghai 
Banking Corporation and the Chartered Bank constantly buying the silver 
yeUy which had been secured by the Chinese in the Straits Settlements 
and brought over here. But any large transaction is not expected to 
take place. 

RepoH V : — (Dated August 21st, 30th year of Meiji). 

***** and last evening I recieved your telegram which said : 
" How much is the premium on one-yen silver at your locality ? Are 
there large transactions taking place ?" I wired back to you, then, to the 
effect that that day's premium quotation on one-yen silver was 9 Yi %'> and 
that the Hongkong and Shanghai Banking Corporation and the Chartered 
Bank have for some time since been steadily buying all the silver yen 
that had been secured by the Chinese in the Straits Settlements and 
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forwarded here; but that anj^' large transaction was not expecteil to 
take place. 

Since then the premium on oiir silver yen has risen, along with the 
rifee in the rate of exchange for Aipan, as may be seen from the accom- 
panying table. [The table is here oniii^ed]. For instance, it stood yesterday 
at the rate of 1,095 dollars per l,00(rjj/en. Among the Chinese some are 
even buy nig drafts payable in Singapore^in order to use them for pur- 
chasinj^ the Japanese yen in that place, at )^ome premium, so as to have 
the latter shipped here and sold. Such ^eing the state of aflFairs, 
the Hongkong and Shanghai Banking Corporation and the Chartered 
Bank have constantly been buying up silver cifcrrency ; the former bank 
especially, being provided with an abundant silvcW capital, has right along 
been storing away the Japanese yeii in its specie reserve, on the security 
of which its convertible notes are issued. But la^tely this bank has been 
using with renewed zeal every means in its pojver to secure our silver 
yeti ; and it is probable that the bank has had already some quantities 
shipped to Japan direct from Singapore. The aggregate amount of silver 
currency to be shipped from Singapore to Japan i$ said to be very large, 
while that which will find its way here through fche Chinese will form 
but a small portion of that total. 

The currency which is to take the place of the Japanese silver yeii 
after its withdrawal from Singapore and its neigh;borhood is said to be 
the British dollar, which, it is reported, is beinjg turned out in large 
numbers from the Indian Mint. 

Report VI: — (Dated August 27th, 30th year of Meiji). 

The premium on the Japanese yen at this port is advancing steadily, 
owing to the rise in the rate of exchange for Japan and to the purchase 
of the silver yen by the Hongkong and Shanghai Banking Corporation 
and others. There are already a large number* of the Chinese who are 
trying to avail themselves of the present opportunity to make an unex- 
pected profit, so that transactions in the Japanese silver yen have now 
come to present all the features of a speculation. Simultaneously with this 
state of things there has come to be a great demand for draftis on Japan 
at proportionately high rates, and it is reported that some Chinese have 
already adopted the policy of issuing bills payable within fixed period, 
of selling them to banks then buying the silver yen with the proceeds 
thereof, and shipping the silver thus secured in order to pay for the bills, 
thereby netting some percentage from the transaction. Then again, there 
is an actual instance of the Hongkong and Shanghai Banking Corpora- 
tion, which, after making loans to the Chinese on the security of 
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silver yen, subsequently, all of a sudden, demanded the payment, and 
taking advantage of the difficulty thus brought upon the Chinese, tried 
to buy off their stock of silver yen at a reduced rate. This J^tep had 
the immediate effect of provoking great indignation among the Chinese 
who went to the length of declaring that if they must part with these 
l-yen pieces at the ordinary rate, then they would rather sell them to 
some other banks ; and they actually did take their stock of silver yen to 
a certain other institution. Under these circumstances the latter took 
care that its taking a hand in the affair should not affect the condition 
of the market. Nevertheless since to take advantage of the circum- 
stance was to secure the silver yen at a cheaper rate and with less trouble, 
it has lately begun, as a most opportune measure, to make small pur- 
chases. The amount thus secured now reaching about 300,000 yen, the 
said bank has to-day shipped a sum of 100,000 yen of Japanese coins 
to Kobe by '^ Izumi'maruJ' As for the Hongkong and Shanghai Bank- 
ing Corporation, it has thus far been making only small shipments, but 
I hear that it has placed about 300,000 yen on board the " Ancona '', 
which is to sail for Japan to-day. 

Report VII: — (Transcribed from a Hongkong communication ; 
dated 30th of September of the 30th year of Meiji), 

Concerning the sources whence tcere obtained the silver yen, 

now being imported into Japan. 

" What was the amount of the silver yen in circulation or hoarded 
in this port, about the time of my temporary return liome on the 1 5th of 
June of this year '' ? Concerning this question, I have carried out 
investigations in various ways, and as the result of these investigations I 
placed the estimate of the amount held by the Hongkong and Shanghai 
Banking Corporation at 300,000 yen in the new coins and 250,000 yen 
in current money ; of the amount held by the Chartered Bank at 150,000 to 
200,000 yen in the new coins ; while of the amount held by the community 
here altogether at 150,000 yen or le.'-s. If it is asked how I came to 
make these estimates, I would say that I made my estimate on the basis 
of information obtained from the managers of one or two banks, from the 
reports of several brokers, and from the compradors of certain European 
banks and indirectly through certain Chinese banks ; and I came to the 
conclusion that there could not be at this port more than 850,000 of the 
silver yen as stated above. In consequence when I was at home, in 
making report to the Minister of Finance, the Y ice-Minister of Finance 
and the Chief of Finance Bureau, I quoted these figures (about which 
time Consul Shimidzu despatclied a telegram fixing the actual amount in 
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Hongkong at 200,000 yen). At that time I added that the actual 
amount of the silver yen in Hongkong was small, but that I l)elieved 
that should there be any fall in the price of silver and also a fall in the 
exchange rate, no small amount would be sent to Japan from various points 
by way of this port. Furthermore I also stated that from what I could 
gather there must be held in the regions of Fukien,— Foochow, Amoy 
and Tsuen-chau, — at least two millions of the silver yen, adding that, 
though not directly in my sphere there were opinions to the effect that there 
must be from six to eight million yen at the ports of Singapore, Penang, 
etc., three million yen more in Bangkok ; and that thirty or forty million 
must at least be lying about throughout the interior of Malay Peninsula. 
Now that owing to the recent fall in the price of silver the amount 
of silver yen sent to Japan via Hongkong has not been at all small, 
I instituted investigations in various ways to ascartain the sources w^hence 
they came. The result in substance is as follows :— 

Total amount shipped to Japan within 90 
days commencing on July 1st, and end- 
ing on September 30th, per steamships of 
the P. & O. S. S. Co., M. M. Co., P. 
M. S. S. Co., O. & O. S. S. Co., Nord 
Deutscher Lloyd Co., C. P. R. Co., and 
N. Y. K. (Japan steamship Co.) . . , 

Besides the above, the amount shipped from Singapore and 

vicinity and transhipped at Hongkong 898,000 

The foregoing figures, being based on the reports of the steamship 
companies, may be taken to be fairly accurate. 

On investigating further whether the said 3,890,200 yen of silver and 
paper had been hoarded in this port or not, my first findings were as 
follows : — 

Various silver coins brought to this port from regions of the Straits 
Settlements, during the eighty days extending from July 1st to Sep- 
tember 20th, by the steamers of P. & O. Co., and M. M. Co. amounted 
to:— 



1-yen silver . . 
Convertible notes . 

Total . . 



yen 

3,179,100 

711,100 

3,890,200 



PerP.&O.S.S. 
Co. 



English dollars . . 
Mexican dollars . . 
Silver Bullion . . 
Silver 1-yen . . . 
Trans3hip|)ed to Japan 

Per M. M. Co.(f J^r l-y^ • • • 

\l<lorin 



213,475 
1,052,300 

75,000 (dollars) 

485,133 

898,000 

239,000 

28,000 



Various silver coins brouglit to Hongkong from San Francisco by 
steamers which sailed from the latter place between July 1st and Septem- 
ber 2nd amounted to : — 
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Per P. M. S. S. 
Co. 

PftrP.ttO.S.S. 

Co. 



MexicandoUars . . . 131^917 {F<jrjm Chinese mer- 

J For the Chartered 

Mexican dollars . . . 394,750 ) Hank of India, 

^ Australia and China. 

MexiC.m dollars . . . 1,601,000 J and Shanghai IJank- 

\ ing Corporation. 

Silver Bullion (values at) 111,500 



According to some Chinese hankers, the importation here of the silver 
yea from the Straits Settlements and the regions about Amoy, since the 
month of July to the 20th of September was as follows : — 

Names of Chinese nierchantc . i. • . i 

. o- 1 -o Amounts imrHirti'd 

at Snigapon* and Feiian^ * 

Hong-chi-chan . . . A00,d00 

Chu-vu-lan 200,000 

Tong-chan 200,000 

Heng-chi 200,000 

Chiich-ho 150,000 

Ho-hsing 250,000 

Kwang-chag-tai 100,000 

Foo-chin-yu 200.000 

Gui-chi-chan 200,000 

Yu-te-chan 200,WO 

Ho-chang 200,000 

Cong-shing 100,000 

Ho-chi-shin 50,000 

Chu-foo-lun 50,000 

Yiian-pa 250,000 

Yiian-chan-li 100,000 

In-viian-hsing 500,000 

(oO,00() i/en ?) 

Chincsi* merehantrt in Amoy 
and Tamsui 

Fong-chi 100,000 

Chia-yiian 100,000 

Chen-viian 100,000 

Pan-fong-chan 50,000 

Total 3,350,000 

It should be noted that there is no way of ascertaining whether or 
not the above amount of importation by these Chinese merchants is 
included in the amount of the imported silver yen per vessels of the P. 
and O. and M. M. companies previously mentioned. At any rate, since 

18 
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the amount imported according to the report of the above mentioned 
steamship companies is only seven hundred thousand yen, it may be 
presumed that the total amount of the importation by the Chinese as here 
given has not much to do with the other amount. At least it may be 
stated that the part of the latter amount that was sent in to the Mer- 
cantile Bank of India is certainly outside of these amounts imported by 
the Chinese. 

Next, as to the disposal here of the silver yen importe<l by the 
Chinese, the result of the investigation is as follows: — 

Sold to the Hongkong and Shanghai Banking yen 

Corporation (about) 1,500,000 

Sold to the Chartered Bank of India, Australia 

and China ( do. ) 700,000 

Sold to the Yokohama Specie Bank . . . ( do. ) 435,000 

Shipped directly to Japan by the Chinese . ( do. ) 550,000 

Amount still in the possession of the Chinese 

about the 20th of September ( ^o. ) 165,000 

It should also be noted that every year, about the end of the 
autumn, the Mexican dollar rises in price and the demand for its 
importation increases. This is owing chiefly to the fact that in the 
province of Canton there is at this time of the year a strong call for 
capital for the purchase of raw silk. This year, however, the situation 
may be said to present a somewhat unusual phenomenon. For in an 
ordinary year there is as a rule no such thing as charging a premium 
on the chopped dollar; but this year about 2 dollars are charged per 1,000 
dollars even where the coins are more or less chopped. Such being the 
state of things, the Chinese bankers are vying with each other in draw- 
ing out specie from the Hongkong and Shanghai Banking Corporation 
and the Chartered Bank and forwarding it to Canton with great activity. 
In consequence the amount of the new Mexican dollar, drawn out of the 
Conversion Reserve of the Hongkong and Shanghai Banking Corpora- 
tion during the last five or six weeks is thought to be over two million 
dollars. As for the Chartered Bank, it is generally suffering from the 
lack of capital and has no reserve means at this emergency to carry out 
any big scheme in connection with the exchange of our silver yen for 
gold. Even the Hongkong and Shanghai Banking Corporation was 
obliged to pay out, on demand by the Chinese, nearly all of its new Mexican 
dollars of several year's hoarding, while the expected supply of British 
dollars has not arrived yet. And although the bank is constantly im- 
porting more or less of Mexican dollars, yet it is at the same time 
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compelled to pay out in exchange no small part of them. Hence it does 
not seem that the Bank would be able to take out all the silver yoi in 
its vault and send them over to Japan ; in fact the amount of its reserve 
to-day does not seem to be very largo. 

It may be a^ked whether the silver yen imported by the Chinese 
from the direction of the Straits Settlements came from Singapore or 
from Penang. Whichever be the place from whence it was shipped, this 
much is certain that these silver yen are those that were found scattered 
throughout the interior of the Malay Peninsula and which were hunted 
out and gathered in by shrewd and alert Chinese by paying the premium 
of 2 or 3 yen per 100 yen at first and of 12 or 13 yen later on, and 
shipped and forwarded by them to this port. It is said that there were 
some among them who realized large profits out of this smart move, 
while some others lost considerably. Indeed it is even now reported 
that a certain friend of a comprador of one of the banks here is waiting 
for the premium to go up to 12 Ya yen. While it is impossible to say 
whether or not this sort of transactions will last long, — the thing being 
dependent on the future condition of the rate of exchange ; on the other 
hand, it seems probable that, owing to the coining of the British dollar, 
the banks of the Straits Settlements will come to have some means in 
reserv^e so that it will become possible for them to export their silver 
yen to Japan. Again, should there arise facilities for drawing bills of 
exchange on places in the Straits Settlements and neighborhood, most 
probably the importation of the silver yen from those regions will begin 
to take place. Be that as it may, against the estimate that puts the 
amount of the silver yen lying about in Singapore and Penang at from six 
million to eight million yen but not more, it is to be noted that the amount 
in hiding in the whole of Malay peninsula especially in the possession 
of Chinese emigrants at various mines can not surely be inconsiderable, 
and it seems that the matter which invites the careful consideration of 
our Government at this juncture would be the question whether the 
period allowed for the exchange of 1-yen silver coins ought not to be 
shortened. It does seem indeed to be rather unbecoming to prohibit the 
circulation of the silver yen which had once been issued as our currency. 
But the Government may, after January following, leave to the silver 
yen simply the right of being paid for taxes, and cease exchanging it 
for gold coin. Again the coinage policy of Formosa being not yet 
decided upon, the question whether or not there will he any of our paper 
money and silver yen finding their way from thence into this region can 
not be answered. The question entirely depends upon the kind of financial 
policy to be adopted concerning that island. Under these circumstances, 
it will be a most desirable thing to have responsible officials despatched 
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to that island to raako a personal snrvcy of the financial situation on 
tlie spot. 

P. S. Further reix>rt will bo sent if any iinj)ortant information 
he obtaiiietl either through others or through per-onal investigation. 

ficjyjii VIII : — (The report of the Consul at Hongkong; dated 
September 3nl, 30th year of Meiji). 

The total amount of the silver yen shi[)j)ed from this port for Japan 
during la^^t month \\a< about G10,o()0 yen. The different amounts 
constituting ihU total may be seen from the following table; and the 
shippers of these were nearly all banks. It may be noted that the follow- 
ing items and figures are those obtained from steamship companies, at 
the time their ships sailed : — 



Dates 




DestinatioD 


Names of V«w»ls 


Amounts 


Kemark.4 










ytii 




August. 


13 


Yakoliama 


"Empress of China'' 


11,000 




»» 


11 


do. 


do. 


94,000 




»• 


U) 


.Fapan 


•*\ «^rona 


15,000 


/Steamship compaoy's report 
{timplv fMVfl "specie." but 
\ probubljr silver yen is meant. 


i« 


11 


<io. 


<lo. 


r,8,(KJ0 


/The report says, 17 "chests"; 
) since a che^ usually contai m. 
\ 4,uO(i yen, this figure haa lx>en 
Vmadn out. 


1} 


25 


Kol)o 


**Sanukiinanr' 


8,(X)0 




fi 


28 


Yokoluima 


**Izumimaru" 


100,000 




11 


11 


do. 


"Hoheuzolkn" 


200,000 




» 


n 


1 do. 


^'YaUor- 


57,»00 


/Steamship companys' report 
csimplv nys "specie," but 
V probably silver yen is meant. 


11 


11 


Kobe? 
Total 


do. 


.57,300 
* 010,500 


do. 



' Besides the above mentioned, the "Empress of India" and *'Izumi- 
maru," both of which sailal day before yesterday (i. e. the 1st Inst) 
took on board 416,000 yen and 55,500 yen respectively; and the 
*^ Doric" which left here yesterday took with her 324,750 yen. It is 
expected that there will be continued shipments after this. 

As may be seen from my Report No. LIV, dated June 1st of the 
current year, I believed then that the amount of unchopped silver yen on 
hand at this port toward the end of May and the beginning of June would 
not exceed gay 200,000 yen. But since then, during the month of July 
last, the premium on the silver yen having much increased, the Chinese 



* There seems to be a iiiistAke somewhere, for this sum total 610,500 is 100 yen 
less than the summing up of the figures on the Table. We give the Figures, however, 
just as thoy came from the Consul's hand. 
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merchants and some others have begun to buy that coin in the neigh- 
bouring regions and sell it to the local banks here, thereby securing 
much profit ; not a few other? are, however, reported to liave lost money 
by making sj^eculative buying. In addition a number of shipments 
having arrived from the Straits Settlements, the silver yen has continued 
to pour into this city, .so that as a consequence fc^ince August till to-ilay 
(September 3rd) a sum of over 1,400,000 yen has been shipped to Japan ; 
the present tendency being that the shipments to Japan will be kept up 
for some time to come. The amoimt on hand in the city at present is 
said to be over 1,070,000 yen in the Hongkong and Shanghai Banking 
Corporation, and several tens of thousiinds of yen in other banks. 

What awount of the silver yen will be the yent 
hack from foreign count rieji / 

While conversing to-day with Mr. D. F. Jackson, general manager 
of the Hongkong and Shanghai Banking Corporation, on my questioning 
him as to his judgment concerning the total amount of the silver yen 
which will probably be sent back to Japan from this port, Singapore 
and other oriental i)orts, he replied that judged from the condition of 
things respecting the actual movements of the silver yen till now, 
that the amount would be unexpectedly small, ranging between five 
and six million yen at the least and not more than ten millions 
at the most. He further expressed the opinion tliat the amount already 
shipped from this port was somewhere between one million four hundred 
thousand yen and one million five hundred thousand yen, and that the 
amounts possessed by his bank, which is considered to be the largest bank 
in the Orient, did not exceed much over one million and seventy thousand 
yen at the head quarters here and over nine hundred thousand yen at the 
Singapore and Penang branches; that, further, it was not likely that the 
amount coming forth from other sources would exceed five or six million 
yen. Mr. Jack.son said, moreover, that the amount that had been exported 
from Japan was probably very large, but that it was to be remembered that 
a large portion of the coins which found their way into India, the Straits 
Settlements and the neighbouring regions have been either melted down to 
be manufactured into neck-chains, bracelets, foot-rings and other orna- 
ments, or chopped and demonetized by the Chinese ; and that for these 
reasons the number of clean yen pieces would perhaps not reach one tenth 
of the total amount exported. Mr. Jackson is a man deeply experienced 
in the financial affairs of the Orient, with a reputation for far-sightedness, 
.so that his views arc, I believe, worthy of careful consideration. 
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Report IX: — (Consular report; dated Hongkong October 
4th, 30th year of Mciji). 

In response to your inquiry concerning the direction from whence 
came our silver yen, which are now being imported into Japan from 
Hongkong, I beg to state : — 

The silver yen which has been shipped to Japan since August till now 
amounted to over 3,599,000 and paper money to over 197,000 yen. All 
these I believe came from regions of the Straits Settlements and the 
province of Fukien in China. 

Beports on the condition of circulation of the silver yen in Siam : — 
Report //—(Report by the Foreign Department; dated No- 
vember 9th, 30th year of Meiji), 

The total amount of Japanese silver coins bought by the Siamese 
Mint Bureau in order to be recast into Siamese silver coins from April 
1st, 28th year of Meiji (1895), up to March 31st, 29th year of Meiji 
(1896), was 1,837,500 yen. 

Report II: — (Report by the Foreign Department ; dated Janu- 
ary 14th, 31st year of Meiji). 

Regarding the amount of Japanese silver coins bought by the 
Siamese Mint Bureau to be recast into silver coins of that country, a 
report by Mr. Inagaki, charge d* affaires at Siam, has already been for- 
warded per Report No. 430 of November 9th, last year. A message has 
since been received per la.st mail from Mr. Inagaki to the following 
effect, as giving the views of the principal bankers in that country. 
In that message Mr. Inagaki says that the Japanese silver currency still 
kept in the Siamese Treasury amounts to 600,000 yen ; that the Hong- 
kong and Shanghai Banking Corporation and the Chartered Bank 
having branches in that country had competed with each other in trying 
to borrow these coins; but that it is understood that the Siamese Gov- 
ernment has steadily refused to accede to their requests and that these 
600,000 yen have been probably all stamped for the purpose of examina- 
tion. At any rate the present tendency being a steady rise in the price 
of silver and there being not much profit in sending the silver coins to 
Japan to be exchanged, it is believed that not any will be sent back from 
Siam to Japan. 

Report on the condition of circulation of the silver yen in Singapore. 
Report I: — (Consular report; dated Singapore March 3rd, 
30th year of Meiji). 

In reply to your telegram, dated January 20th, making inquiry con- 
cerning the amount of Japanese silver currency in circulation in this 
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port, I wired back at the time that seven to eight million yen were in 
circulation, (understanding the expression "in your port'' of your 
telegram to mean this port alone). But on receiving Japanese news- 
papers since then, I found that the Government was about to adopt the 
gold standard, and on a second thought in this connection, I have come 
to the conclusion that the information you wanted to obtain by your 
telegram had reference to the contemplated coinage reform. If so, I 
must further say that the amount in circulation in Singapore alone will 
not give you a correct idea ; because I believe there are altogether from 
16,000,000 to 20,000,000 yen in circulation throughout Singapore, 
Penang, Malacca, and throughout Malay peninsula. If those in Siam, , 
Annam, Burmah, Sumatra, Borneo, Tonquin, etc., the places not far off 
from this port, are to be added to the above amount, the total would reach 
forty or fifty million yen. Should our Government all at once issue 
l^ycn gold coins and accept silver yen in exchange for them, there would 
be a profit of 4 or 5 per cent, per one silver yen. If such should be the 
case, the forty or fifty million yen in this neighborhood would all at once 
come flooding back to Japan, causing an extraordinary loss to the Govern- 
ment. For this reason if the Government is really going to carry out the 
coinage reform as reported in the news papers, it will do well, it seems to 
me, to take into consideration the points above mentioned ; for this reason, 
I hereby take the liberty of sending the present report. 

In connection with the above report the Government despatched 
a telegram inquiring whether the silver yen circulating in 
Singapore and Siam and their neighborhood, were all 2)erfect 
pieces ; that is, whether there were not some chopped ones in circu- 
lation; and if so, what were their respective amounts. Then a 
telegram in reply was received saying: "No chopped or stamped 
silver yen in circulation in this place — all perfect." The word " this 
place " appearing as if meaning Singapore alone and in that case, 
the amount outside that port being not clear, a further message was 
wired, and the reply was; **This plat^e" means Singapore and 
places in its neighborhood. 

Report II: — (Report; dated April 2nd, 30th year of Meiji), 

According to the researches conducted here, it appears that the 
trade dollars, after being exported, ultimately reached Calcutta and that 
there they were recoined into silver rupee. 

Eighty or ninety per cent, of the silver yen, exported to the Straits 
Settlements eventually reach Deli, in Sumatra, and there they get into 
the possession of the natives and of a large number of the Chinese 
employed on the tobacco plantations. 
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The silver yen is not destroyed while in the Straits Settlements ; but 
is continually being taken back to China by the returning Chinese labourers 
and it probably all gets melted down or defaced. It has been noticed 
that, as a general rule, only a small percentage of silver ye)i pieces in 
Singapore ever returns to the hands of the bankers there. Hence, of 
the total 111 millions of the silver yen exported from Japan, those that 
return liome will not, even under the most favourable circumstances, exceed 
ten per cent, of that amount. 

Report III: — (Consular rejwrt; dated Singapore April 24th, 
30th year of Mclji). 

In my former report, I told you tliat the currency in circulation in 
this port consisted almost altogether of Japanese silver yen ; that 
the Mexican and British dollars did not come up to more than 
4 or 5 per cent.; that in consequence our silver yen in circulation at this 
port alone were estimated at about eight million yaiy which with those 
scattered about in the neighbouring localities would bring up the total to 
somewhere between forty and fifty million yen. Now that the Japanese 
Government has decided to adopt the gold standard, considerable restless- 
ncjfs has come to pervade the money market here. Especially tlie more 
shrewd among the bankers arc even declaring that the greatest money 
making .-(jheme in the world just now would be to corner the Japanese 
silver yen. So that there has suddenly grown up in the public at large 
a tendency to store away that coin. In the meantime the exchange 
rate has been steadily declining and the sight draft on London was 
quoted at the end of this week at 24 7i6 shillings. Indeed according to 
the present rate, a profit of about 5 .veu can be made by getting one yen 
silver changed for one yen gold, and the depreciation of silver is yet 
going on without any abatement. Under these circumstances, it l)eing 
apparently a profitable transaction to buy and hoard silver yen coins 
in order to have them exchanged after October for gold, there will 
sooner or later come a day for the Japanese silver yen to disappear alto- 
gether from the market. Again in observing the specie handled by the 
Hongkong and Shanghai Banking Corporation, the Chartered Bank, etc., 
at this port, we see that, while the specie they handled formerly consisted 
almost entirely of the Japanese silver yen, the Mexican and British 
dollars forming but a very small part, it has recently come to be the case that 
the British dollar forms the largest portion of the currency thus handled 
and that the Japanese yen forms but a small part. Judging from this 
fact, it seems that the time will not be verj- far off when the Japanese 
yen will disappear altogether from the market here. Owing to 
the fact that the British dollar was not elegant in design as compared 
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with the Japanese yen, as well as to the fact that the latter has been 
circulated for many years with perfect credit, the British dollar was 
formerly received with little favour in the market, so that it was .simply 
stored as the conversion reserve of the banks. Its recent reappearance 
in the market therefore must have a cause. It is impossible to decide 
for certain whether the powerful cause is none else than the desire to make 
profit by exchanging the silver yen for gold coin. Should however such 
a desire be that cause, so that the phenomenon we are speaking of was 
brought about by speculators, it seems that our Government shouhl be 
very careful and circumspect in the policy it adopts at this moment. He 
that as it may, it is an extraordinary phenomenon we are witnessing now. 

Report IV: — (Report by Consul Fujita ; dated Singapore May 
2nd, 30th year of Meiji). 

By the Council Ordinance No. IV, 18G7, it was enacted for this Straits 
Settlements that, from the 1st day of April of the same year, the trade 
dollar ijfsued by the Hongkong Mint, the Spanish, Mexican, Peruvian and 
Bolivian silver dollars and all otiier .silver dollars to be hereafter named 
by the Governor of the Straits Settlements with the consent of the 
Legislature, should be a)nsidered legal tender. Again it was announced 
through the Official Gazette of the 17th of January, 1874, that the 
American trade dollar and the Japanese silver yen should be thence- 
forward recognized as legal tender. Since then, however, through the 
natural process of the ** survival of the fittest," the market has become 
by the year 1894 the exclusive field for our silver yeii and the Mexican 
dollar, the rest having been entirely driven out, leaving behind only 
their names as legal tender. In the meantime the commercial develop- 
ment of the Straits Settlements and its neighlx)uring places has been 
taking place with extraordinary rapidity, and the scarcity of currency 
has come to be felt with increasing intenirity. On the other hand, in 
Mexico, as the result of that countrys' exports exceeding the imports, the 
specie showed a tendency to remain at home, while the heavy mintage 
duty which was suddenly decided to be put in force, — the rate 
amounting to 2 7i> per cent, on all the silver coins and bullion exported — 
greatly strengthened the tendency of the coins to remain at home. On 
the other hand the Japanese Mint could not be called in for assistance ; 
for if it was desired to have the coins minted in Japan, it would take two 
or three months to get two or three million yen coined. All these cir- 
cumstances tended to make the situation a difficult one for bankers ; but 
fortunately there being still in preservation a set of minting machines at 
Bombay, though free coinage liad been stopped in India, it was resolved 
to send in a request there for the coining of British dollars. And as the 
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re.-ult of a concerted action among the Commercial Bank of lindia, the 
Netherland Trading Company, the Chartered Bank of India, Ao^istralia 
and China, and the Hongkong and Shanghai Banking Corporation, the 
Indian ^lint began again to set its machinery in motion with the year 

1895 to coin British dolhirs for these various bank, charging a commis- 
sion of one per cent. Since then it has Ixjcome a regular thing for these 
banks to get tlie British dollar coined and thus meet the demand of the 
market whenever there is a scarcity of currency in the market. None the 
less, liowever, the Japanese yen from its sui)erior design, as well as on 
account of there being but few coimterfeits of that coin, has continued 
to grow in credit and popularit}- and to enhirge the area of its circulation, 
so that it occupies not only tlie foremost place among the currencies 
in circulation in the Straits Settlements but is making a triumphant 
entry into the neighbouring countries such as Malay archipelago, Siam, 
Annani, Burmah, Borneo, Sumatra, etc., being welcomed everj-wherc. 
At the time of our war with China, it was arranged to settle the remit- 
tances flapan had to make to Europe in payment for arms, ammunitions 
and vessels, against European drafts forwarded to Singapore in payment 
of c*ommodities, so that great facilities were opened for our silver i/ca to 
enter this place. Besides, there was still another cau.se to encourage this 
tendency i. e. the fact that all the banks here took the silver yen in pre- 
ferenc^e to others, whenever there was an importation of silver coins. 
Furthermore, about this time, in the Far-Eastern ports our silver yen 
did not change at par for the Mexican dollar, but there was a disparity of 
a few sen in favour of the latter, so that it was profitable to gather in 
Mexican dollars in Singapore and change them for silver yen in those 
other ports, a process which naturally drove the Mexican out of this port, 
inviting the silver yen in its place. From these various causes an 
enormous amount of 1-yen coins came to be accumulated in this port. 
According to a report of the harbour master of this place, the amount of 
silver directly im^wrted here was 3,034,000 yen in 1893 (26th year of 
Meiji) 24,033,000 ym in 1894 (27th year of Jleiji), 16,214,000 in 1895 
(28th year of Meiji) and 11,11 3,000 yen up to the last day of September in 

1896 (29th year o{ Meiji), altogether making the total of 5 4,394,000 ^ni. 
On the other hand there was shipped from this port to Japan during 
the same period (i.e. from the beginning of 1893 to September 1896), 
2,741,250 yen, which, however, is said to have all consisted of the 
Mexican dollar while the importetl amount above referred to was all in 
silver yen. Thus the amount of the imported silver yen has not become 
in anv way reduced but there remains to-<lav in circulation in this region 
the sum of over fifty four million yen. Besides this, there must be more 
or less of the silver yen which entered the neighbouring regions either 



/ CHArTER IX. SECTION III. 283 

/^" 

directly .ii^om Japan or through Hongkong without pa&sing through 
here; ^vhile no inconsiderable amount may also have entered this jx)rt, 
mixed up with silver currencies imported from Hongkong. We must, 
moreover, add to these, the amount imported previous to 1893. When 
we add up all these various items, we shall have as the rough estimate 
of the entire amount of the silver yen in these regions, the sum of sixty 
million yen. It is, however, I'cported that in Siam the silver yen and 
the Mexican dollar are melted down in order to have them reoined into 
Tical, t\\Q standard money of that country (5 tical are equivalent to 3 
Mexic.in dollars) ; while in the interior of China neither the silver yen 
nor the Mexican dollar passing as legal tender, these are said to be also 
melted down and turned into bullion. It is certain that a considerable 
quantity of our silver yen has in the above way been dispo:>ed of; and 
it is a general belief that the amount of the silver yen hoarded or in 
circulation in this port and its neighbouring regions, may be put down 
at forty to fifty million yen. There having thus been an active demand 
for, and a good supply of, the Japanese silver yen, the Mexican dollar 
has gradually been driven out of the market, while the British dollar got 
settled into the bottom of the bank vaults. Our silver yen, therefore, 
came to monopolize the money market of Singapore, so that if any one 
hundred dollars at a local retail shop were to be examined, the sum 
would be found to consist of 90 dollars in silver yeii and the remaining 
10 dollars in the Mexican or British dollars. However, since the report 
reached here that the gold standard bill had passed the Japanese House 
of Peers, the silver yen began to disappear, the British dollar taking its 
place, and to-day all payments at banks aix3 made in the British dollar, 
and not a silver yen piece is to be met with. The details in these res- 
pects have already been forwarded by Official Keport No. 24, under the 
date of April 24th, and are omitted here. 

1. — The yen silver is being used in large and small transactions in 
the <laily life of the people of these settlements and their neighbouring 
countries. But the area of its circulation varies according to localities 
as they are under different jurisdiction. The silver yen being recognized 
in these settlements as legal tender, as already stated, it passes without 
any difficulty whatever in the payment of duties and taxes, and in general 
transactions among the people at large. But in countries under French 
and Dutch dominions, the silver yen cannot be used in paying taxes and 
duties and making other kinds of public payment, it being not recognized 
as legal tender, although it circulates freely among the general masses 
of people and is used in all kinds of transactions. These settlements and 
their neighbouring countries all have convertible bank notes in circula- 
tion, and it is but natural that these should be used in large deals, but 
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the j-ilvcr yen is also employed without anv trouble whateveir^ in such 
large transactions. 

The stamped silver yen is almost totally absent from these regions, 
only a few of them being occasionally met with in times when there 
take place large transactions. When they are found, it is a general 
custom to take them to a money broker and have them discounted 

» 

according to the weight of silver in them, thas treating them as bullion. 
Such being the case, the stam[)ed one yen piece does not patis at all in 
ordinary" business transactions. But the unimpaired silver yen is freely 
used for all kinds of transactions large and small, without distinction 
of locality or region. In this region and its neighbouring countries, too, 
the circulation of the silver yen is very extensive, although with it are 
used also the Mexican and the British dollar. But the proportion of 
the latter is very iimall compared with the former, tliere being over 
ninety l-yen pieces in a given hundred of silver coins and only the 
remainder in the Mexican or British dollar. However, in regard to the 
neighbouring countries, Siam has the Tical as its ^;tandard money and the 
Dutch p:vsessions their (jildar ; so that though the silver yen passes in 
theso countries without any difficulty, its amount is very small as com- 
pared with that in these settlements. 

In Sumatra, the silver yat passes in the same way as the standard money of that 
country for public and private purposes, at a fixed ratio between it and the gildar. In 
Java, it is being treated like bullion accordinpj to rates which are constantly changing. 
In Siam , it passes at the rate of 8 yen for five iicah 

As to the amount of the silver yen privately hoarded, it is impossible 
to get any accurate information. There was hitherto no reason for banks 
to put away that coin alone, nor has there been noticed any tendency in 
that direction; but since the gold standard bill was passed by the two 
Houses of the Imperial Diet, the silver yen has suddenly disappeared 
from the market. This vanishing is only explainable on the supposition 
that it was done with an object in view, i. e. in anticipation of events 
after the month of October of this year. 

Until a week or so ago, there was no premium on the silver 
yen in exchanging it for the Mexican or British dollar, but now unless 
1 sen 7 rin 5 mo (1 74 ^-^«) JS added to a dollar, e. g. British dollar, the 
latter can not be exchanged for a silver yen^ and there has arisen a strong 
tendency to hoard up the silver yen. Still there being several months 
yet between now and the day when the exchange of the silver yen for 
gold coins will begin to take place, if some shrewd steps be taken now 
the silver yen may be absorbed without paying large premiums. 

It will be indeed no difficult matter to withdraw the one yen silver 
all at once from this region. It is being now actually withdrawn and 
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the British dollar taking its placj, anil no inconvenience is being felt 
in the market from its absence. Judging from this circum.stance, 
the entire disappearance of the silver yen from the market, several 
months hence, will cause no inconvenience at all to business transactions. 

2. — The reply to the second question being nearly coven^d by what 
has been statcnl in reply to the first question, a reference will now be 
made as to the (juestion whether or not the banks here will i;rsue notes 
with the silver yen as their conversion reserve. As was stated in this 
month s report of this consulate to the Minister of Finance, tlie Charter- 
ed Bank of India, Australia and China possesses the privilege of Issuing 
convertible notc»s to the extent of 3,500,000 dollars and holds as reserve, 
in its Singapon^ Branch Office, besides the Japanese and Chinese public 
bonds in amount about 500,000 dollars worth at the preent market 
price, silv^er c^ins and bullion to the amount of 6G3,000 dollars. The 
Hongkong and Shanghai Banking Cor[X)ration possesses legal tender 
coias, as its conversion reserve, in amount equivalent to at least one third 
of the amount of its notes Issued ; and on the security of this reserve, it has 
the right of issuing under unlimited liability convertible notes up to the 
amount of its paid up c^ipital. This bank's capital being distributed 
among its numerous branche-;, it is practically impossible to a-certain tlie 
amount of notes in circulation under each branch; still judging fn>m the 
fact that its Singaix)re branch keeps 900,000 yen, and its Penang branch 
500,000 yen as conversion reserves, the amount of this bank's convertible 
notes issued in the Straits Settlements would appear to l)c no more than 
4,200,000 yen. Thus the total amount of bank notes issued in the Settle- 
ments is something like 7,700,000 yen and the amount of bullion and silver 
coias kept in reserve 2,063,000 yen. This reserve has formerly consisted 
of British dollars, but now it is said that they are being replaced by 
Japanese silver yen. This is indeed but the natural thing to expect. 

3. — Since bankers, money brokers and usurers are now actively 
engaged in absorbing and hoarding up the silver yen, that coin has now 
almost disappeared from the niarket here. Hence the amount thus 
hoarded up must be quite considerable, but it is not easy to find out the 
exact amount, as the matter forms the business secret of the individual 
parties concerned. But it seems that at most the amount in circulation in 
Singapore alone is something like eight or nine million yen, (This is of 
course purely conjectual but the estimate coincides with the opinion of 
the most reliable persons). Add to this the amount in circulation in 
Penang, Malacca, and Malay Protectorate States; the total will come up 
to from fifteen or sixteen million yen to twenty million yen. In some of 
the neighbouring countries, the silver yen has been passing at the rate of 
one yen and one or two sen, e. g. at Deli, in the island of Sumatra. 
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Supposing it passes at par with the British dollar in Siam, Burmah, Java, 
Borneo, etc., so long as the market rate in Singapore remains 1.01 ^4 
dollar per one ycUy the difference is not sufficiently large to leave any 
margin after deducting the expenses of transportation, insurance, etc., and 
there is no likelihood of the merchants of this port importing the silver 
yen from tho.-e countries. It follows then that the amount hoarded in 
this port will not exceed the above mentioned figures. Besides, seeing 
that the silver yen is at a premium in Singapore, which controls the 
trade situation of its surrounding countries, there will arise the hoarding 
tendency among the merchants of these countries; so that it seems 
probable that l-yeii silver coins in these parts will largely remain where 
they are, without greatly changing places. 

4. — At a time like the present, when silver is daily going down in 
price, it will be no easy matter to reclaim our silver yen. In view of the 
state of things during the past few days, it is almost impossible to tell 
how^ far the price will go down. Our silver yen is however going up in 
price on account of its being redeemable in gold, while silver coins in 
general are depreciating. Under these circumstances, bankers will not 
readily part with our silver yen when once they get hold of it, unless at 
a large premium, as there is a prospect of realizing a good profit in the 
future by holding it. Under these circumstances, it will not be an easy 
thing to reclaim the silver yen all at once. Yet the situation is not 
altogether without hope; for there being yet several months before the 
exchange of silver yen for gold will begin to take place, there may occur 
in the meantime some changes in the money market, which would make 
it possible to buy l-yen coins. If a part of the Indemnity money to 
be sent home were converted into drafts payable in silver at Singapore, 
the silver currency so received may be used in purchasing the silver yen ; 
and the yen pieces thus secured may be transported home on board 
our new war vessels or some steamers which are being brought home 
from England. That will be one way of economizing expenses to a 
large extent. Should such a course be adopted, I think it will be far 
more convenient to open here a branch office of some Japanese bunk to 
transact the business connected with this plan rather than entrust it to 
the Chartered Bank of India, Australia and China, or to the Hongkong 
and Shanghai Banking Corporation. A report has reached me that the 
Specie Bank is contemplating the establishment of a branch office here. 
If this will prove true and the branch be established soon, so that it may 
be entrusted with the matter above mentioned, the arrangement w ill prove 
equally advantageous both to the Government and to the Specie Bank. 

The above is one method of effecting the exchange before next 
October, by giving English gold in exchange for our silver yen. Since 
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however, it is impossible to foretell what changes may yet occur in 
the money market in the mean time, it may prove in the end more 
advantageous and attended with less trouble to amply provide gold 
coins and make the exchange at home. Since our silver yen can 
be exchanged for gold yen, it has all tlie characteristics of gold 
currency. Hence it will not be affected bv the fall in silver and the 
conseciuent depreciation of the Mexican or the British dollar, and the 
question as to the time in which it is exchanged may not be after all f>f 
much importance to the transaction. If so, it may prove to be in the 
end a wiser policy to wait till the promised time arrives i. e. next 
October, and then to effect the exchange of the silver yen for the 
Japanese gold coins. 

Supposing the silver yen is to be reclaimed, the present situation will 
make it necessary to pay a large sum of money for premium, if an attempt 
is now made to effect the matter all at once or in a short space of time, 
since the premium of 1 ^4 ^(^^ ^ i^ow charged on one silver yen. Again 
it will be no easy matter to reclaim the currency which is lying scattered 
all over these neighbouring countries as already stated. Further, though 
it is verv difficult to conjecture as to the amount that may be reclaimed 
before October, in case the work is begun at once, yet it ought to be 
regarded as successfully done if the amount thus reclaimed rcaches thirty 
million ye)i. Then there will be various items of expenses to consider, 
which, belonging to trade secrets, will not admit of any accurate 
estimate beforehand. But supposing the average premium to be 4 sen 
per one yen, it will amount to 1,200,000 yen for 80,000,000 yen ; and 
add to this, tlie salaries to be paid to officials, their traveling expenses, as 
well as the exixjnses of packing, transportation, insurance, etc., etc., the 
whole expenditure will come up to over one million and two liundred 
thousand yen. Or to give the latter items in detail, the packing expence 
will be 20 aen per 1,000 yen, the expense of lading 1.5 i)er 1,000, the 
freight from Singapore to Yokohama 18 74 sniper 100 yen^ (18 74 ^^'^ P^r 
100 yen is the rate allowed to banks, but 50 sen is charged for others ; in 
our estimate we give the lusual bank rate) and the insurance expeases 30 
sen per 100 yen. 

5. — I have not yet heard of our silver yen being melted down for 
manufacturing purposes, but I believe that this is being done to more 
or less extent. The amount which is being recoined in Siam into that 
country's national currency may also be quite considerable, but it is not 
possible to ascertain the amount. 

6. — Since the receipt of the report that the lx)th Houses of the Imperial 
Diet had adopted the coinage reform measure, the silver yen has come 
to be regarded with increasing respect among the people of the Straits 



288 TiiK ADoi'i'ioN OF nil: c;<>i.i) >;rAM>Ai:i) is .iai'an. 

Settlement^, in tiMiisactioas both public and private, and sim^" May last, 
with the depreciation of .^ilvcn* on the one hand, there* aro^^ an intense 
demand for the Japanese silver cioin; for this reastni thatoin i< <laily 
disappearing!^ from the market to Ik* hoarded up. 

/iV/jor/ V: — (By Consul Fujita ; dated Singapore, June '28th, 
3^H:h ye«r of Melji). Srnrf Re pari Ao. 12 , 

1. — The n»a«^n why the Britis!i «h)liar has made a sudden apjM'irano^ 
in the market is owin<r to the fact that the bankers liave jjathercd in 
silver yen oins with the object of having them exchangcMJ for gold coins 
later on, and are keej>ing them in their saftis instea<l of British dollars, 
as conversion reserve for their notes. In this respect I present herewith 
for reference a table giving the amount of British dollars coined at 
tlie Hombay Mint. The figures show the amounts that have been 
imported into Hongkong and this port since the Mint commenced 
coining last June, in acordance witli tlie contnict; as already stated, 
entered into with the Commercial Bank of India, the Hongkong and 
Shanghai Banking Corp;)ration, the Chartered Bank of India, Australia 
and China, and tlie Netherland Trading Com])any, to have the silver 
dollar coined to the extent of five million dollars or more a vear. 

1MK5. ISiM). 185»7. 
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Februarv 








1,038,500 


March 








2,132,535 


April 





3()ij,312 
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491,085 





June 


,0()();948 


758,780 





Jnly 





958,878 





August 











September 











October 


834,181 








November 


1,123,442 


271,755 





December 


()74,922 


185,780 





Total 


3,193,493 


2,958,620 


3,265,018 



The amount of the British dollar imj>orted into Singapore during the 
year, 1895, was two million and five hundred thousand dollars, and three 
million two hundred and forty or fifty thousand dollars in 1896 ; but 
it is reported that a greater portion of these amounts have since been 
exported to Bangkok and there recoined into Tical, 
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2. — The parties who are trying to absorb the silver yen that are 
lying about in Singapore and its neighbourhood, are principally the 
bankers and the Chinese and Indian money brokers, but besides these a 
number of commercial firms as well as individual business men are also 
making attempts to hoard away our silver yen ; they do so in the hope of 
realizing a profit by exchanging them for gold. This has had the effect of 
making the silver yen suddenly and tobilly disappear from the market for 
a while, but latterly the supply of the British and Mexican dollar becom- 
ing insufficient to meet the business needs, the silver yen has reluctantly 
begun to make its appearance again, mixed up with other silver coins ; 
but when once it enters a bank safe, it does not easily como out again. 

On referring to the customs returns I find no trace of the bankers 
buying and collecting the silver yen at premium from outlying localities 
and importing it here. The fact seems to be that they are only 
trying not to part with that which is already in their possession. The 
principal importations of silver currency up to date this month (June 
28th) were 50,000 yen (in the silver yen) from Kobe and 239,028 
dollars from Bombay, wliile exportations were 100,000 dollars (in the 
Mexican dollars') to Shanghai, 125,000 yen (in the silver yen) to Penang, 
100,000 dollars (in the Mexican dollar) to Bangkok, and 100,000 dollars 
(in the British dollar) to Selangor in Malay peninsula. 

I have already given, in the confidential report dated May 2nd of this 
year, my estimate concerning the expeases of shipping home the silver 
yen from Singapore to Japan, as well as that concerning the loss and 
profit incidental to the exchange of the silver yen for gold, and I must 
beg to refer you to that report for details. Now, the time which will be 
lost on account of transj)ort{ition from this p nt to Japan is 15 or 16 days. 
Supposing the gold currency obtained in exchange is to be shipped to 
London and there clianged for Mexican dollars to be brought round to 
this port, there will be an iwlditional exjiense in the form of daily interest 
for 40 days from Japan to I-ondon and 25 days from London to Singa- 
pore ; total ^o days. On the contrary, if the gold currency obtained in 
Japan is to be sent to London by a telegraphic money order, and 
Mexican dollars bought with the same, the transaction will cost 45 
day's interest. If however sight drafts are to be bought, the rate will 
be less, but a daily interest for 45 days will have to be calculated in the 
estimate. 

Since I made a report concerning the rate of the premium on the 
silver yen^ in the secret Report No. 10, money brokers have been charg- 
ing 3 7j to 4 f^en jxir one yen. If we go and inquire at the banks, they 
tell us that they charge no premium on the silver yen at all. Yet if you 
demand .specie in exchange for their convertible notes, they will give 

19 
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either the British or the Mexican dollar and not the Japanese yen. 
Again I find, on making inquiries of the sccrctarv af the Chamber of 
Commerce, that there Ls a premium of 3 \f.> sai ^ one silver yni. The 
reason why there is such diversity of opinion teems to arise from the fact 
that the jjeople are not actually handling our silver yen at all. 

The circumstances being as stated, the bankers are not buying silver 
yen coins with funds that may yield daily interest, but are simply making 
them take the place of other coins in their reserves. Hence when, in 
October, they get these yen pieces exchanged for gold, the case will stand 
as in the Profit and Loss Account No. 1. (given below). If they buy 
telegraphic money ordei-s on L<.>ndon, and M'ith the gold received in ex- 
change buy Mexican dollars there and have them forwarded to Singapore, 
the Profit and Loss Account in this case will be as shown in the Profit 
and Loss Ac(*ount No. 2. (as given below). The cases, where the 
Mexican dollar Ls bought by sight draft or silver specie is forwarded, may 
be ascertained on the basis of the above ca.ses. The exchange mte of 
gold followed in the estimates in the Tables Ls n.erely hypothetical. 

Taule I. 
/. Profit. 

In Mexican dollars ^^5.00 

Protit rcaliziMl by forwardinj^ 1,000 j/rn to Japnn, exchanginc: them 
for goM and then ».;xchanjrln<( the hitter a^raiii f*)r the Mexican Dr 
British dollar, (the rate nt* exehanire siippot^ed to be 1.035 dollars 
Mexican lor 1 dollar gold). 

//. ExiKiuUtinr, 

Exjyense of packing 1,000 yen (in the silver yen) 20 

„ „ lading the same 1.60 

Wagon, charge from a bank to the wharf 40 

One wagon being required either for 1 box (containing IfiOO yen) or 
for ten boxes. 

Freight from Singapore to Kobe or Yokohama oO 

Banks have special arrangements with sl(>aniship companies and they 
pay oidy IS^j ^ sm ]tvT 1,000 i/^/;. (The expense of carryinsr from the 
wharf to the bank in Jap:in being so small is omitted here). 

Insurance charge per 1,000 yc7i (silver) 3.00 

This is the common rate but where a large sum is to be sent; a better 
rate may be obtained by negotiating with insurance companies. 

Interest for 20 days at the rate 8 ^j^ per annum on 1,000 yen, 

while in transit from Singapore to Yokohama or Kobe. . . 4.45 

Ordinarily this trip is made in 14 or 15 days, but we will say, in 
the present case, tliat it takes 20 days. 

Total 10.05 
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Net profit 24.95 

(If the ratft of interest should be 6 J« per annum, instead of 8 % as 
mentioned abo^'j, the profit would rise to 26.07 dollars). 

Now suppose the silver yen is kept in safes from this month of June 
until October; the intere-t for these four months will come up to $ 26.67 
dollars (at tlie rate of 8 *"/„ per annum) which means a loss of $ 1.72. If 
the interest is at the rate of 6 **/o , the interest for four months will be $ 20.00, 
leaving a profit of $ 6.07. However that may be, the fact is that bankers 
are not trying to corner the silver yai as I have already stated, but simply 
placing what actually is in their possession into the conversion reserve or 
into the cash on hand, instead of other coins, with the intention of for- 
warding it to Japan for exchange after next October. Hence it may 
not be wide of the mark to estimate that thev w^ill be able to realize the 
profit above referred to, i. e., of from $ 24.95 to $ 26.07. 

Where a bank possesses British or Mexican dollars in its conversion 
reserve or among its cash on hand, it may buy the silver yen with the.rie 
even at the premium of 1 Ya <>r 2 sen and yet realize a profit of from six 
to eleven dollars. Under these circumstances, it w'ill be a losing transac- 
tion to make purchases with interest bearing capital. 

Table II. 
/. FrofiL 

$ Mox. 

Mexican dollars purchaseablc in London for 1,000 yen in gold. 1,053.74 

1,000 yen (in silver yen) sent to Japan from Singapore and 1,000 yen 
(in gold) obtained in exchange ; then a telegraph draft on London for 
lyi)00 yen gold bought; at the exchange mte of 25 f/. per one^^e^, the 
al)ove will amount to 25,000 pence or £ 104. Bx. 4</. ; this amount of 
English money will buy 913.242 ounces of Mexican dollars, at the rale 
of 27 'Vs'^' P<^r ounce (480 grains); by dividing this amount of 
Mexican dollars i. e. 013.242 ounces by 416 grains — the weight of one 
Mexican dollar — the sum of $1,053.74 is obtained. 

IL Expenditure, 

Expenses mentioned in Table No. 1 10.05 

Expense for packing 1 1,053.74 in London 50 

„ „ lading, wharfage, etc 3.00 

Freight from London to Singapore 10.00 

Ten dollars per one box, containing \fiO0 yen or less; 1 ?o, where 
it contains more than 1,000 yc/i. 

Insurance charge at the rate of ^/looo (Va 7o) 5.00 

Expense for carrying from the wharf at Singajxyre to a bank — one 

wagon being needed cither for one box or for 10 boxes . . . .40 
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Interest during transportation 6.67 

The voyagt.' is generally made in 20 or 27 days but lu ra we will say 
it takr^s one month ; and the interest, we will suprose, is 8 J^ per 
annum. At the rate of ^, however, the interest will only amount 
to 5 dollars. 

Total 35.62 

Net profit 18.12 

3. — The Japanese gold coins obtiiined in exchange for the silver yeuf 
IS as stated in the preceding paragraph, i. e. heading 2, to be used for 
buying drafts on London. If, however, it is unprofitable to do so, the 
gold may be transported to London, and Mexican dollars which circulate 
freely in Singapore and its neighbourhood may be purchased and for- 
warded. If the Mexican dollar is not obtainable in sufficient amount or 
to do so is unprofitable, then silver bullion may be bought iu Ix)ndon or 
Japan, and forwarded to Bombay to be coined into British dollars by paying 
the commission of 1 per cent., and these may be imported to Singapore. 
There being these various methods to choose from to suit the circumstances, 
it is impossible to fix at present the exact course which will be taken. 

4. — After tlie withdrawal of the silver yen from the market, its place 
will doubtless be taken by British and Mexican dollars. As regards the 
reserve for convertible notes, the Hongkong and Shanghai Banking Cor- 
poration is bound to keep specie (in silver), but the Chartered Bank has 
the privilege of keeping its reserve in British public bonds. There is 
no doubt that the silver yen now kept in reserve will be replaced by 
British and Mexican dollars, as soon as their supply becomes abundant. 

Report VI: — (Consular telegram ; dated Singapore, July 17th, 
30th year of Meiji). 

A few days since, the silver yen again made its appearance and is 
freely circulating together w ith other currencies. According to a reliable 
authority, this is due principally to a disadvantageous rate of exchange 
contrary to expectations, as well as to insufiiciency in the supply of 
British and Mexican dollars for meeting the demand of the market. 
The present is a favourable time for establishing a bank at this port, and 
buying up the silver yen, or for buying in Europe commercial notes for 
Singapore and Penang, or for importing here Mexican dollars from 
Europe. The silver yen coins thus secmred may be stamped and forwarded 
to Bombay to be recoined into British dollars, which may in turn be 
brought here and used again for buying silver yen. 
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Report VII: — (Consular report ; dated Singapore, July 17th, 
31st year of Melji). 

Since making the detailed confidential reports, No. 10 and No. 12, with 
reference to the silver j/cn, the latter reappeared in the market toward the 
end of last week. Not only that, but this week it has appeared freely in cir- 
culation mixed with British and Mexican dollars, — even the banks paying 
out the silver yen apparently without any reluctance. For this reason I 
called on Mr. Frizell, manager of the Chartered Bank, and in the course of 
our conversation which traversed the whole general field of the money 
market, the importation and exportation of currencies, the present cir- 
cumstances concerning the silver yen, etc., I asked him for his explanation 
of the recent reappearance of the silver yen in the market. He replied : 
** The first cause is this, that while all those in banking business believed, 
at the time of the promulgation of the currency reform law in Japan, 
that, as a result, silver coins would depreciate, and endeavoured by 
all means in their power to absorb silver yen in order to ship it to 
Japan with the coming of October next and make a good profit by 
having it exchanged for gold (the details of these transactions have 
already been stated in my confidential reports above referred to), they all 
released the British dollars they had been keeping in the conversion 
reserve and replaced them with the silver yen, Begarding the cash on 
hand, too, they took care to meet all kinds of payments with British 
and Mexican dollars and keep back the silver yen whenever possible, 
besides making efforts to import British and Mexican dollars and change 
them for silver yen. But since then, they have found out that the 
depreciation of silver currency was unexpectedly slow ; nor did the ex- 
change rate show the expected fluctuations." **The second cause is," 
my friend went on to observe, " the scarcity of the supply of British and 
Mexican dollars," etc. Now the current quotation on silver bullion in 
London is not less than 27 ^l^d,, and that on the Mexican dollar 27 ^j^d. 
per ounce. The exchange rate between Singapore and Ijondon is only 
fluctuating between Is, 11 "/ic^- ^^^ 1«. 11 *Vi6^' Now this, compared 
with the exchange ratp of 2 8. ^2 d, per our new gold yen, arranged between 
our Government and the Chartered, the Hongkong and Shanghai, and 
Rothschild Banks, in reference to the sale of our public bonds, the 
advantage is merely '/^ d, and no more. In other words, the Profit side 
in table No. 2. in the confidential report No. 12, becomes i 1,032.66 (as may 
be seen in the accompanying table No. 1), while the expenditure remains at 
the same sum of $ 35.62, showing a loss of $ 2.96. If, on the other hand, 
the calculation is made as per Table No. 1. of the said confidential report, 
the Profit side will become reduced to $ 17.50, the ratio between silver and 
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gold being 1.0175 Mexic.in dollar to one yi??i gold, while the expenditure 
will stand at $ 10.05. But when the interest for the three months of 
July, August and September, viz. $ 20.00 Ls added to it, the total will 
come up to § 30.05, causing a loss of $ 12.55. As the loss and profit 
account given above shows the unprofitableness of the scheme, I be- 
lieve that the bankers will not adopt the stupid cnurse of locking up their 
capital for importing British and Mexican dollar.?, aiming at an uncertain 
profit, but would rather choose to engage in the discounting of notes as 
being more reliable and profitable, or t) utilize the capital in some other 
transactions. For the last three or four months they have clung t3 the 
silver yen by making their payments in British and Mexican dollars, 
and sending away the latter when imported to Siam, Indian Archipelago 
in Dutch ]K)ssession, Malay Peninsula, etc., thus in the end bringing 
about tlieir present scarcity. Hence there arose, on the one hand, a 
demand for specie to be shipped off for buying local products and for 
other purposes, and on the other, the bankers with perfect unamnity, 
all at once, began to release the silver yen in their possession on account 
of a fear that the profit expected from absorbing the silver yen would not 
be realized ; there can be little doubt that these account for the present 
change in the market situation. 

Beport T^/7J;— (Dated July 19th, 30th year of Meiji). 

While staying in Calcutta on my way home from Bombay, I received 
your telegram instructing me to find out the amount and condition 
of circulation of our silver yen in Singapore, and whether there was any 
premium place<l on its exchange with other coins. Accordingly I started 
for that place on June 8th and stayed there till the 15th of the same 
month. The results of my investigations during that time are as 
follows : — 

/. The Amount in circulaiion, 

I tried to ascertain the amount of our silver yen found scattered 
throughout the regions of Singapore and the Straits Settlements but the 
absence of reliable statistics or of reports of any kind made it impos- 
sible for me to obtain anything like exact figures. On making inquiries, 
however, as to the amounts of importation and ex])ortation of various 
silver coins for the last eight years, that is, commencing with the year in 
which our silver yen first began to enter these ports, I found the actual 
figures were as per accompanying table No. 1 (omitted here) and thus the 
total amount imported from Japan aggregated over 62 million yen. 
Of this amount nine-tenths is thought to consist of the silver one-yen. 
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Again during the same period silver coins were shipped to Japan to the 
amount of over five million yeii which, however, consisted chiefly of the 
Mexican dollar. Hence the total of our silver yen imported to these 
settlements may be put dowTi at fifty five or fifty six million yen. 

While the facts are as stated above, yet since this place is the centre of 
distribution for the trade of the neighbouring markets, the commodities 
imported here are not necessarily for local consumption, — they being 
largely brought here for the purpose of re-exportation to other places, and 
the imported currencies, too, largely follow the same course. It may 
therefore be taken for granted tliat of the amount of the silver yen 
imported here a large portion must have again found its way all over the 
neighbouring regions. Furthermore there are always a very large 
number of Chinese labourers coming in and out of this place/ to the 
extent of our hundred and fifty to two hundred thousand a year. Hence 
it must also be supposed that no inconsiderable amount has been carried 
away into China or some other countries by such of these Chinese as were 
able to save more or less. Taking all these circumstances into considera- 
tion, the amount of one-yen silver coins lying scattered about in the 
Straits Settlements alone may be estimated at about twelve or thirteen 
million yen. 

Supposing then the amount of the silver yen, presant in these settle- 
ments to be twelve or thirteen million yen out of the fifty five to fifty six 
millions (total amount that was imported), there is a remainder of 
forty two or three million yen to be accounted for. Now the principal 
places where these coins have gone seem to me to be various regions 
of China, the British possession of Hongkong, French Indo-China, Malay 
peninsula, Siam, Java, Sumatra, Borneo, etc. Of these coins a large 
number of those which found their way into China and Siam are 
thought to have been melted down, or defaced so as to deprive them 
entirely of their shape and appearance. Those which have gone into 
other places are, however, believed to be circulating as currency, supply- 
ing the need of each region. 

One yen silver coins circulating in the Straits Settlements are all in 
perfect condition, none being in any way damaged or defaced. In regard 
to the proportion of the defaced to the perfect ones, in the case of those 
exported from here into other countries only a conjecture can be 
advanced. Perhaps half and half is as good a conjecture as any. 

//. The condition of Circxdaiion of tlie silver yen. 

Formerly the currency of this place used principally to consist of the 
Mexican dollar ; but for some years past its supply has been growing less 
and less imtil a great scarcity of currency came to be felt in the market. 
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Just then our silver yen began to be imported in large quantities and at 
once found favour with the natives and the public at large, owing to 
its elegant appearance and reliable weight and quality. In February, 
1895 (28th year of Meiji), moreover, the Government of these settlements 
made it legal tender, so that the silver yen finally came to practically 
monopolize the monetary circulation of this place. 

The above are what I personally observed during my visit here last 
spring. But my present trip liere has revealed to me quite a changed 
order of things. The currency in use for ordinary transactions is now in 
the majority of cases the British dollar. This change, I believe, is 
owing to the tendency among the banks to hoard the silver yen as 
much as possible, in view of the promised exchange of that coin for 
gold as the result of the coinage reform in our country, as well as to the 
fact that the free coinage of silver being stopped in our country, the 
remittances for goods exported from these regions can not be obtained 
hereafter in the silver yen as hitherto, but only in the British dollar ; so that 
the bankers are pmbably trying to popularize in time the circulation of 
the latter currency. 

III. Whether any premium h placed on the silver yen 

in exchange. 

As was stated above, the amount of the British dollar in circulation 
here has recently much increased, while that of the silver yen has sud- 
denly decreased. In investigating the exchange rate between the two 
coins, I first sought the opinion of the secretary of the Chamber of 
Commerce of this place, who replied that there exsisted some disparity 
between them. On the other hand, tlie manager of the Chartered Bank 
said that he had not heard of the existence of any such disparity ; while 
opinions were, I found, equally divided in other quarters. So I set 
myself to test the actual state of the case in a practical way. I sent on 
one occasion a cheque for five hundred dollars to a bank to be cashed all 
in silver yen. And the bank without tlie least trouble paid the whole 
amount in that coin. On another occasion I took out one hundred 
dollars in bank notes to a native broker, and asked him to change them 
into the silver yen; and he did so for a commission of fifty sen. 
Again I took the amount of one hundred yen, all consisting of silver 
yen coins, to a bank and requested to have them changed into bank notes ; 
and it was done so at once with a commission of fifty sen. 

The above are indeed the discounting commissions and are not pre- 
miums in the strict sense of that term. Yet to make the matter still more 
certain, I went to a Chinese shop and paid for a purchase with a one 
hundred dollar bill, requesting the change be given all in the silver yen. 
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The man at the store did so instantly. Now the Chinese are notoriously 
sharp in looking out for the least profit, so that if there were really any 
premium on the silver yen, I thought this store keeper would not miss 
charging me in paying one yen for change. All these prove, then, that 
as yet there is no premium placed on the silver yen in these regions. 

In fact if there were a premium placed on the silver yeriy there ought 
to occur a change in the rate of exchange, but the actual state of things \a 
as per Table No. 2 (omitted here) ; and there has not occurred yet any 
change in the rate of exchange. This again proves that as yet no 
premium is placed on the silver yen. 

So long as the ratio between gold and silver remains as at present, 
there ought to be, as a matter of course, some premium placed on our 
silver yen, and it would seem strange that that is not the actual state of the 
case. The explanation seems to lie in the fact that many people in these 
regions are of the opinion that Japan w as somewhat rash in adopting the 
gold standard ; some even going so far as to doubt whether our country 
is in command of sufficient financial means to enable it to effectively 
carry out the reform measure. Hence at the present time when the 
actual exchange of the silver yen for gold has not yet commenced, 
they do not seem to dare to gather in the silver yea and pay a premium 
by foregoing the interest on the amount thus gathere<l in. Or it may be 
that the bankers are perhaps fully aware of the profitableness in the end 
of such a transaction ; but they know that if once they begin to place a 
premium on the silver yen, it will but tend to cause a popular excitement, 
so that the public will immediately begin to hoard it and refrain from 
paying it to tlie banks. That the banks have not placed a premium on 
the silver yen may be due to a policy on their part to easily absorb that 
currency. 

IV, Concerning the importation home of the silver yen 
to be exchanged for gold coins. 

If the ratio between gold and silver should remain the same I 
believe that, when the reformed coinage system went into force and the 
exchange of the silver yen for gold currency was commenced, there 
would be a considerable number of people in these places to ship 
silver yen to our country to have it exchanged for gold. Now the 
expenses involved in forwarding the silver yen to Japan, in having it 
exchanged for gold and the latter re-shipped to Europe, does not exceed 
about P/a per cent. While if we compare the present market quotation 
on silver with the valuation fixed by our Government, at which the 
exchange is promised to take place, the latter is higher by 7joo to ^/loo- 
This means that, even after deducting the^xpenses above referred to, there 
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will still be left a margiaal profit to the extent of 3^2 1^ ^Va P^^ cent. 
But since the pnx'css will rerjuire about tliree months to complete, this 
marginal profit will represent an interei^t at the rates of 14 to 18 per cent, 
per annum. Under these circumstances the banks whieli engage in 
foreign exchange w^ill doubtless forward as large an amount as possible 
of the silver yen out of their cash on hand and seek to have it exchanged 
for gold. At the s ime time, none of the banks here is in possession of 
surplus cash to any large extent, and this is even more or so with 
ordinary commercial firms ; while as reganls silver yen which are in the 
hands of small retail merchants and common labourers it will be 
imiK>ssible to gatlier them t )gether, as they are lx>ing made to serve as 
currency in dailv use, unless some other coins are offered to take their 
place. Taking all tliese circ^umstimces into consideration, I do not think 
that the amount of the silver yen that will be sent home in order to be 
exchanged for gold will be for the time particularly large. Now the 
coin which will 1x3 made to take the place of the silver yen will be the 
British dollar. The total amount of British dollars issued is shown 
in the accompanying Table No. 4. (omitted here). The table however 
comes down only to April of this year, and its figures therefore cover 
the period previous t ) the adoption of the gold standard in Japan. It 
will, hereafter, be necessary to watch the amount of the British dollars 
which will be coined at the Indian Mint. 

Ilepod IX: — (Consular telegram; dated Singajwre July 31st, 
30th year of Meiji), 

Owing to a change in tlie rate of exchange there has again appeared 
a tendency on the part of our silver yen to disapjxjar from the market. 

liepori X: — (Con<:iular rcjwrt; dated Singapore August 10th, 
30th year of Meiji), 

The rate of exchange here has ri:?en again of late, along with the 
depreciation of silver; the mtd of the sight draft on London being about 
1«. 10\/orf. With the approacli of the date for the enforcement of our 
coinage law, the bankers of this port, though they have ceased for a 
while to make efforts to absorb the silver yen, have now commenced 
again .since a few days past to try to accumulate our silver yen. Further- 
more they are now making efforts with greater earnestness than formerly 
and their area of operation is much larger. In consequence of this, the 
silver yen is now rapidly disappearing from circulation and this circum- 
stance is causing no little inconvenience in the money market. Hence 
to meet the occasion, British dollars are being brought from Bombay 
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and Mexican dollars from Hongkong, Shanghai and London to take the 
place of the Japanese coin. The banks pretend that there is no disparity 
whatever between our silver yen and the Mexican dollar; yet since their 
policy seems to be to hoard the silver yen, the smaller bi*okers are 
said to bs charging a premium of over five sen on our silver yen. 
Indeed the Chartered Bank has already made a shipment of the silver 
yen to Japan; while the amount forwarded by some of the Chinese 
merchants here to Hongkong during the past week hjis reached eighty to 
ninety thousand yen. As the result of these facts, the premium on the 
drafts on Yokohama, which has hithert) been from 25 cents to 60 cents per 
100 ycny has made a sudden big rise, the Hongkong and Shanghai 
linking Corporation demanding $2.50, while others are charging from 
$3.00 to $3.50; the highest rate charged is said to be $4.00. Now these 
rates compared with the rate hitherto in vogue, i.e. 25 sen, means of 
course an enormous rise. Since, however, these drafts are made payable 
in the silver yen, while they may be paid for with Mexican dollars here, 
and there being charged here already a premium of about 5 sen on the silver 
ycn^ even tlie rate of 4 yen does not seem to be altogether unrea.sonable. 
Not only so, but there is an indication that the premium may even get to be 
seven or eight yeii^ so that unless the quotation on silver goes up hereafter 
the silver yen will steadily disappear from the market here and will as 
steadily flow into Japan; and it Ls but natural that the exchange rate 
should rise accordingly. 

J^epor/ AT;— (Dated August 19th, 30th year of Meiji). 

Talking about the importation home of the silver yen from the 
Straits Settlements, the manager of a certain foreign bank told me that 
he has already received 100,000 silver yen which were sent back, 
and that he had notice of 250,000 yai more coming home in a j?hort 
time. He told me, morever, that those 1-ycn coins had all been secured 
at a premium of 5 to G'/s per cent, and that, he thought, the premium 
must have become still higher since. Speaking for myself, while I believe 
the silver yen will continue to return home, yet I do not think the 
amount will reach very high figures until the time when the silver 
bullion imported to Bombay from London shall have been minted and 
British dollars sent over to the Straits Settlements. 

Eeport AT/;— (Dated August 20th, 30th year of Meiji), 

According to the views of Mr. Stephens, manager of the Chartere<l 
Bank, which he expressed to a certain person in the course of a conver- 
sation, the premium on silver yen has risen now to 10 per cent, in 
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the Straits Settlements, and there are only very few of those coins in 
circulation ; all those that find their way into banks are at once stored away 
(some other currencies being used in making payments) ; with all this, 
however, the total amount of silver yen held as reserves by various 
banks of Singapore and Penang will not reach three million yci\ and as 
all of them are held as reserves, these banks will not be able to make the 
shipment of any part of them to Japan until they obtain some other 
coins to take their place. On making inquiries as to the amount of 
British dollars turned out each month at the Bombay Mint, it was found 
out that at present, there being quite a large number of applicants for 
coinage, the Mint may be able to turn out about one and a half million 
dollars by working itself to its fullest capacity. Under these circum- 
stances, if silver bullion were brought fix)m I^ndon to Bombay and 
coined into British dollars and the latter then imported to Singapore 
to take the place of Japanese silver yen and then further if the 
banks would ship their silver yen to Japan, it would need two or 
three months to complete the process. As an actual instance, the Yoko- 
hama branch of the Chartered Bank is reported to have recently for- 
warded 400,000 Mexican dollars to its branch office at Hongkong, in 
order to have them changed into silver yei\] and it is reported that 
though every possible means was employed by the branch office of that 
bank at Penang only 200,000 yen could be secured at 5 per cent, premium; 
and the Chartered Bank was obliged to have the balance of the said 
remittance of Mexican dollars sold at Hongkong, as it was absolutely 
impossible to have them changed into silver yen. It is further rejx)rted 
that the same bank is trying, by means of daily telegraphic communi- 
cation, to secure silver yen in Singapore and its vicinity, but that it 
has so far failed in its object, owing to the actual scarcity of that coin, 
which as already stated is now quoted at a premium of 10 per cent. To the 
question: "Do you think it will be possible to secure silver yen in 
Singapore and its vicinity, by offering London bills in exchange?" 
Mr. Stephens is said to have answered that such an effort would be 
entirely useless, on account of the great scarcity of that coin. Such 
being the case, I believe that, in onler to make our coinage reform 
stand upon a secure basis, it will be necessary to speedily prohibit the 
circulation of the silver yen and shorten the period of its exchange to 
three months or so. 

Report XIII: — (Dated September 14th, 30th year of Meiji), 

An officer of a certain foreign bank said to me that they have 
received a letter from the manager of the Singapore branch of that bank, 
intimating that the amount of tlie silver yen in circulation in the Straits 
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settlements has hitherto been greatly overestimated; that though the 
Bank will import about one million yen within the next two or three 
months, yet they would be greatly surprised if there should be on the 
whole a particularly great amount of the silver yen coming back to 
Japan ; that in spite of the premium of 10 per cent, it w as impossible to 
secure any large amount of silver yen in Singapore and Hongkong ; that 
the one million yen, mentioned before Jis the amount expected to be 
received within the next two or three months, are what the Singapore 
branch has been holding for a long time as part of its cjn version reserve ; 
that it was reported that the Siamese Government had in its possession 
several hundreds of thousand of silver yen, but that these were probably 
so damaged as to be unfit for circulation, w^hile the amount that liad been 
already melted down in that country must be quite considerable. 

Report XIV: — (Consular report; dated April, 31st year of 
3Ieiji). 

Regarding the condition of circulation of the silver yen during the 
month of April, 31st year of Melji, it may be remarked that one occa- 
sionally comes acrois that coin in the market, but in the majority of cases 
it is the defaced one which was refused exchange. Hence the reason 
why, in spite of the great reduction in its market value, the silver yen 
does not find its way back to Japan in any large amount, is because 
what could be got has already been gathered in and it is now extremely 
difficult and of very little profit to hunt up the perfect or undefaced ones. 

lieport XV: — (Consular Report; dated May, 31st year of 
Meiji). 

The total of Japanese silver yen sliipped with the object probably 
of having it redeemed in gold, from Singapore to Hongkong and Yoko- 
hama during the month of May, 1898 (31st ye^r of Meijl), was over 
ninety thousand yen. Recently there has appeared a tendency on the part 
of silver to rise in price as compared with gold, and hence it is presumable 
that the amount of silver yen going back to Japan wall hereafter 
gradually get smaller. 

As stated above there arose, toward the middle of August 
of 1897, a tendency in Singapore, Hongkong and their vicini- 
ties to buy up and accumulate our silver yen^ and the premium 
on the silver yerty which w^as at first one or two sen per one yeUy 
then rose to seven or even eight sen. In spite of this activity 
in buying this coin, the banks of the places mentioned did 
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not seem to care to ship it to Japan, altliougli they had in their 
possession large amounts of that coin. On inquiry it was 
found out that thev did not do so, on account of the fact that 
they did not have a sufficient supply of the British dollar to take 
the place of silver yen. Tlius it seemed that tlie amount 
of silver yen imported to this country depended entirely 
upon the amount of supply of the British dollar. 

Accordingly on the 17tli of August, 1897, a telegram was 
despatclied to the Consul at Bombay, requesting him to inves- 
tigate and report as to the amount of British dollars coined at 
the Indian Mint, whetlier there wius anv tendencv to increa.se 
the amount, what were the future prospects in regard to its out- 
put, &Q. A rei)ly was received on tlie following day, i. e. 18th 
August, as follows : — 

Silver bullion forwardtKl to tlie Mint here to Ik? coined into trade 
dollars since January to the 13th of August of this year, amounted to 
over 7,705,000 oz. Out of this quantity, the coins turned out and 
ex[X)rte(l amounted to over § 7,338,000. The exp(3rt of these coins has 
gradually been increasing, it having reached tlie sum of over $ 3,000,000 
since June to 13th August. There Ls no indication that there will be 
any change of :?ituation in the future. 

Again on despatching a telegraphic inquiry on the 30tli of 
August to the Consul at Bombay, as to the destination and 
the ultimate fate of the British dollar after being exported 
from India, an answer was received as follows on September 
1st. :— 

I was informed bv a customs officer that the amount of British 
dollars exiK)rte(l to the Straits Settlements, from January to August 22nd 
i\m year reached $ 7,512,000 and that to Hongkong, $ 524,000. 

Again on asking the Consul at Singapore for information 
in regard to the coining of the British dollar at the Indian 
Mint as well as concerning the coinage capacity of that Mint, the 
following report was received under date of September 30th : — 

•if * * * ^f Tlie Bombay ilint since the su.-[x?ntion of the free coinage 
of rui)ees has been engaged principidly in coining Eritisli dollars 
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and in rccoining the rupees which were w^orn off or short of legal weight 
into smaller silver coins. In regard to the coining of British dollars 
it was at first arranged to coin | 5,000,000 by turning out 20,000 
dollars per working day, as the smallest annual amount to be accepted, 
at the joint request of the Chartered Bank and the Hongkong and 
Shanghai Banking Corporation. Recently, however, the number of 
applications for the coining of British dollure liaving extraordinarily in- 
creased, the Mint is said to have increa^-ed its working hours, making them 
from 6 a. m. till 9. p. m. But no definite information has been obtained 
as to the increased amount of coins turned out per day on account this 
increase in the number of hours. Further, it is to be presumed that the 
amount will vary according to days; but it may perhaps be estimated 
without going too far astray at somewhere between forty and fifty 
thousand yai, A detailed report will be submitted after further inves- 
tigation. 

The same Consul made a further report under date of 
October 5th as follows : — 

The producing capacity of the Bombay Mint has been increased 
since the latter part of August and it is now turning out 200,000 British 
dollars daily, the employees working from 6 a. m. till 9 p. m. Putting 
the number of working days of a month at twenty six, its output per 
month will thus be $ 5,200,000. 

According to the contract entered into in 1896 at the instance of the 
Hongkong and Shanghai, the Chartered and several other banks, the 
Bombay Mint was to coin upward of $ 5,000,000 per annum. But no 
effort was made either on the part of the Mint or the banks to carry out 
the terms of their contract in this respect, and as stated in Confidential 
Report No. 12 of this year, the output for 1895 amounted to only 
$ 3,193,493, and that for 1896, § 2,958,620, while $3,265,018 were 
coined during the first fiscal term of this year, namely Januar}', Febru- 
ary and March, 1897. Out of these amounts, § 2,500,000 in 1895, 
$ 3,240,000 in 1896, and $ 2,837,000 during the first three month of 
this year were imported into Singapore (no direct imjx)!! being made 
into other points in the Straits Settlements). In other words 91 per 
cent, of the total output of the British dollar from the Bombay Mint 
was imported into this settlement (i. e. Singapore). 

At the time the Mint was re-opened for the first time, the daily out- 
put w as only § 20,000 ; but as the coin grew in popular favour, the 
amount was increased to $ 40,000 and it is said that during January and 
February of this year, the daily output had reached sixty thousand 
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dollars. As soon as tlie news of the adoption of the gold standard in 
Japan in March last was received here, it is said that the Hongkong and 
Shanghai Banking corporation, the Chartered Bank and other banks 
increased the amount of the bullion they deiK)sited at the Mint and had the 
working capacity of the latter increased so as to be able to turn out 
$ 100,000 a day. In the middle of August, tliey again requested that 
the amount produced be further increased to $ 200,000, and in accordance 
therewith, the Mint authorities put electric lights into the workshops and 
prolonged the working hours to 9 p. m. Judging from these circum- 
stances, it would not be a difficult task for the Mint to turn out to $ 300,000 
a day, by working day and night with frequent changes of hands. 

Conceniinj the destination of the British Dollar. 

Since there is an inquiry made concerning this subject in the official 
communication (secret) No. 1024 of the Vice-Minister of Finance, a 
'word may be added here on the question. The amounts of the total 
output of the British dollar and of its importation into the Straits 
Settlements being as stated in the preceding paragraph, it will not be 
improper to say that the British dollar is being coined for use in those 
Settlements. Now as to its re-exportatiou ; the largest part imported into 
these Settlements had hitherto been in the habit of entering Bangkok in 
payment for Siamese rice and fish (salted and dried) and after entering 
the country to be recoined into Tical; but since about February or March 
of this year the silver yen having become quite scarce, the banks adopted 
various means of forcing their British dollars into circulation in Malay 
Peninsula, Sumatra, Borneo and other neighbouring islands. At present 
the silver yen having entirely disappeared from circulation in tliese parts, 

British and Mexican dollars are filling its place. 

« 

Concerning the policy of buying xtp tlie silver yen. 

I am happy to know that my humble suggestion to buy up the silver 
yen here and after stamping it, to send it to the Bombay Mint to be 
recoined into the British dollar, has called forth the attention of the 
authorities at home. Of late, silver has recovered much of its former 
market rate. The quotation on sight drafts on London stood at Is. 
10 ^4 d. on the 2nd inst., 78 to "/jg on the 3rd and 4th, and to-day (5th) 
it stands at "/ig to 7^ • The premium on the silver yen being from 2 to 2 7s 
cent per one i/en, the present seems to be a very favourable time for buy- 
ing up the silver yen. Though it is impossible to tell whether this high 
rate will last for any number of months, or whether a still further rise 
M'ill take place, yet in order to bring about the successful carrying out 
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of our coinage reform, I believe it is necessary to retire the silver yen 
from circulation as speedily as possible. In view of this fact, I would 
urge most earnestly upon the attention of the authorities at liome the 
advisability of devising some plan of forwarding Mexican dollars and 
silver bullion and also bills of exchange, with the view of employing 
them in buying 1-yen silver coins ; and to organize here at the same 
time an agency or agencies for carrying on the work of buying those 
coins as opportunities may arise, and to forward the coins thus secured 
to the Bombay Mint in order to have them recoined into British 
dollars. 

About this time, the authorities having been informed that 
the Bombay Mint was most busily engaged in minting British 
dollars and was turning them out at the rate of $ 200,000 
a day, a telegram was despatched to the Consul at Bombay 
on the 21st of October to ascertain the truth about the 
matter. The consul on the following day wired his reply as 
follows : — 

The Mint authorities say that § 200,000 have daily been coined since 
the beginning of August, but that after the 23rd of October the amount 
will be reduced to § 100,000, unless the banks make demand for the 
coining of a larger amount. The export of trade dollars from October 
1st to loth was ? 2,900,000. 

As was seen from the various foregoing reports, the Indian 
Mint was working very hard to coin British dollars, which 
were intended to serve as substitute for silver yen. Since 
it was very clear now that the movement of our silver yen in 
circulation abroad would greatly depend upon the condition of 
supply of the British dollar, orders were sent to forward semi- 
monthly reports concerning the amounts of British dollars 
coined and exported and of their destination, and thus a close 
watch was kept upon the situation. The amounts of British 
dollars coined and exported since January, 1897, according 
to the reports received semi-monthly, as mentioned above, were 
as follows : — 



20 
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1897 (30th year 


of 3Ieiji) January 


$ (British) 93,870.00 


do. 


Feburuary 


Jf 


1,038,300.00 


do. 


March 


97 


1,779,120.00 


do. 


April 


J) 


606,370.00 


do. 


May 


fj 


602,000.00 


do. 


June 


yy 


1,341>40.00 


do. 


July 


99 


1,431,850.00 


do. 


August 


99 


1,644,710.00 


do. 


September 


» 


4,794,690.00 


do. 


October 


» 


4,276,295.00 


do. 


November 


;> 


2,566,718.00 


do. 


December 


» 


867,790.00 


1898 (31st year 


of 3Ieiji) January 


j» 


1,130,508.00 


do. 


February 


99 


1,124,219.00 


do. 


March 


99 


2,176,541.00 


do. 


April 


» 


2,141,950.00 


do. 


Mav 


99 


4,788,679.00 


do. 


June 


» 


2,692,318.00 



Classified according to their destinations, the above-given 
amounts show the following movements : — 



1897 (30th year of Meiji) 
January to July 
August 

September 
October 
November 
December 

1898 (31st year of Meiji) 
January 

February 

March 

April 

May 

June 



Exported to 
the Straits Settlements 

t (Britiah) 

5,969,966.00 
2,177,196.00 
3,713,424.00 
2,741,578.00 
2,159,281.00 
743,945.00 

1,130,508.00 
1,051,228.00 
1,993,893.00 
1,665,718.00 
4,398,864.00 
2,276,837.00 



Exported to 
Hongkong 

( (British) 

524,240.00 
190,643.00 
108,792.00 
1,534,717.00 
407,430.00 
123,845.00 


63,694.00 
182,648.00 
476,232.00 
389,815.00 
416,481.00 



Table XXXI and XXXII are herewith adjoined for 
reference concerning this section. 
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TABLE XXXI. 

ACCOUNT CONCERNING THE SILVER YEN. 

(as the account stood on July 31st, 1898). 

pen 

Total fcsue of one-yni silver coin 165,133,710.000 

Of the above amount: — 

Demonetized and melted down at the Government 

Mint 460,904.000 

Net amount exported abroad 99,508,740.000 

Amount un-retired, being transferred to Formosa . 5,732,027.000 

Taken to the fields of war during the late Jaj)an- 

Chinawar 11,028,633.000 

Total amount retired 45,588,369.000 

Of the amount retired: — 

yen 

Directly exchanged for gold coins .... 38,648,297.000 

Received in the form of public revenues and other 
payments to the Government at home . . . 3,977,099.000 

do do in Formosa 2,962,973.000 

Amount left unexchanged at home 2,815,037.000 

Total .165,133,710.000 

Separate account: — 

Total amount of the promissory notes of the Mint 

to pay coins 29,505,453.042 

do do retired 29,505,453.042 



TABLE XXXII. 

SHOWING THE AMOUNTS OF THE SILVER YEN RECEIVED 
IN EXCHANGE FOR GOLD COINS BY THE DIFFERENT 

GOVERNMENT TREASURIES. 



Xamefl of Government 
Treasuries 



Amounts received 

between Oct. Ist 

1807— Mar. Slst ]t<08 



Central . . . 

Kyoto 

Osaka 

Nagasaki . . . 
Niigata . . . 
Mayebaslii . 

Chiba 

Mito 

Utsunomiya 
Nagoya . . . 
Shidzuoka . 

Kofa 

Gifu 



yen 

80,756,586000 '■ 

6,2801000 

1,096,000000 

190,56^000 

12.540000 

380|000 ' 
34,000000 
2,560000 

d ; 

42,230000 ! 
600,000 

150|000 : 

34,000000 



Amounts received 
between April Ist ld96 

and the time wben 
the period allowed for 

exchange expired 

yen 

6,925,587 000 

108,000000 
44,200|000 


4,200000 




0. 
8,000*000 



I 



Total 

yen, 

86,682,172000 

6,280000 

1,204,000|000 

284,760000 

12,540:000 

880|000 

88,200,000 

2,560J000 



42,230000 

600'000 

160'000 

42,000*000 
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Xomcs of Government 
Treasuries 



Amounts received 

between Oct. Ist 

1897-Mar. 3l8t 1898 



Nagano 

Fukushima . . . 

Sendai 

Morioka 

Aomori 

Yamagata . . . 

Akita 

Fukui 

Kanazawa . . . 

Toyama 

Tottori 

Matsuye 

Okayania . . . 
Hiroshima . . . 
YamagQchi . . . 
Wakavaraa . . . 
Tokushima . . . 
Takamatsu . . . 

Kochi 

Matsuyama . . . 

Fukuoka 

Saga 

Oita 

Kuinamoto . . . 

Miyasaki 

Kagoshima . . . 

Nawa 

Hakodate . . . 
Sapporo 

Total 



000 
000 
000 

000 



000 



yen 

10 

3,610 

7,600 



r.,000 

820000 

5,620000 

30,640000 

8,770000 



7,880 



8,500000 

7,500000 



20,550000 

1,010000 

70,000000 

7,540000 

2,870'000 

o| 

870000 

l,O0OjOOO 
2,880000 
0| 
0| 
186,000000 
950000 



82,496,955 



000 



Amounts received 
between April 1st ia9S 

and the time when 
the period allowed for 
exchange expired 


225000 

i,ooo'ooo 




0| 
140000 
9,550^000 
10,000000 


J 



0' 

o! 

0| 
40,000000 

o| 

o; 

oi 

soo'ooo 

^\ 

0, 

120IOOO 

0! 

20000 




yen 

10000 
8,835000 
8,660,000 

ol 

3,000000 

820000 

5,060000 

40,190000 

18,770,000 

0; 
7,880000 

0; 

8,500.000 
7,500000 

0^ 

20,550000 

1,010|000 

110,000000 

7,540000 

2,870'000 


1,170000 

1,000,000 

8,000000 





186,000000 

970'000 



6,151,342,000 38,648,29 



000 



In Yokohama and Kobe, the business of exchange was conducted by the Yokohama 
Specie Bank as the agent of the Bank of Japan, and afterward the Specie Bank had 
the silver yen again exchanged for gold coin at the Central Government Treasury. 

Amount exchanged of those in circulation at home 
Amount exchanged of those which constituted the Bank of 

Japan's Conversion Reserve 

Amount brought in from abroad and exchanged . 

Total 

Separate Account : — 
Received into the Government Treasury in the form of reve- 
nue, etc 3,977,099.000 

The aggregate amount on hand at various Government Trea- 
suries in Formosa (on July 3l8t, 1898) .... 2,962,973.000 

Total of silver one yen 45,588,369.000 

Promissory note of the Mint 29,505,458.042 

Grand Total 



11,009,281.000 

16,792,601.000 
10,846,465.000 

38,648,297.000 



75,093,822.042 
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CHAPTER X. 

FINAL DISPOSAL OF THE BETIEED SILVEE YEN. 

The aggregate total of one-yen silver coins retired in con- 
sequence of the enforcement of the Coinage Law (Law No. 
XVI of the 30th year of Meiji)^ and of the silver bullion 
corresponding to the promissory notes of the Mint to pay coins 
(also retired) was 75,093,822 yen 4 sen 2 rin. Out of this 
total, the sum of 27,567,011 yen 58 sen 4 rin was set apart for 
minting subsidiary silver coins; and the sum of 40,786,662 
yen 45 sen 8 rin was sold at Hongkong, Shanghai and else- 
where, while the sum of 6,740,148 yen was sent over to Formosa, 
Korea, etc. to be placed in circulation in these countries. In 
this way in December, 1898, was completed the final dis- 
posal of the retired one-yen silver coins and of the silver 
bullion corresponding to the promissory notes of the Mint (also 
retired). 

In making the disposal as stated above, it was feared that 
if one-yen silver coins were sold abroad in a perfect condition 
within the period allowed for their exchange, they would return 
again to be exchanged. For this reason it was decided to have 
the word, i^ (silver), stamped on their face at the Mint that 
they should henceforth cease to be legal tender. Accordingly 
the Finance Minister, Count Matsukata, gave instruction to the 
Mint Bureau on September 9th, 1897, as follows : — 

The one-yen silver coin wliich shall be received by the Government 
in exchange for gold shall from time to time be forwarded to the Mint. 
The Mint shall after due examination stamp on its face an impress as 
shown below and return it to the Government Treasury. 

The Mint Bureau shall make arrangements so that the examination 
and stamping above mehtioned may also be done at the Tokyo Branch 
of the Mint and submit the same for sanction. 

The Mint shall make an estimate of the expenses incidental to 
carrying out the above mentioned examination and stamping and submit 
the same for sanction. 

The form of the stamp to be placed on the silver yen shall be as 
follows : — 

I — one bu and five rin in diameter. 
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The coins which received the stamping in accordance with 
the above instruction amounted to 20,450,000 yen^ of which 
18,350,000 yen were stamped at the Mint at Osaka and 
2,100,000 at its Tokyo Branch. 

As regards the amount to be sold in Shanghai, it being 
thought advisable to convert the coins into " horse-shoe shaped 
silver," the Finance Minister (Count Matsukata), on the 1 8th 
of February, 1898 (31st year of Meiji\ gave instructions to 
the Mint Bureau as follows : — 

The Mint Bureau is hereby notified that an instruction as per separate 
paper has been issued to the Cashier-ia-Chief of the Government Treasury, 
concerning the paying out of the promissory notes of the Mint which 
represent the bullion to be turned into " horse-shoe shaped silver." 

The separate paper mentioned above is as follows : — 

The Government Treasury at Osaka is hereby ordered to pay out 
under the item ^^ Delivered to the Mint Bureau," the amount named 
below to be used as bullion to be converted into "horse-shoe shaped 
silver," and to hand over the same to the Mint Bureau ; viz : — 

Promissory note of the Mint to pay coins 

(No. 179) yen 177,200.542 

The total amount of" horse-shoe shaped silver " manufactur- 
ed in accordance with the successive instructions similar to the 
above was altogether 1,071,290 yen. 

With the exception of the above mentioned amount, the 
rest was all disposed of either in bullion form or in the form of 
one-yen silver coin. The details of the circumstances attend- 
ing the disposal as well as the account of the losses incurred 
by the Government will be given under respective sections 
which follow. 

For reference concerning this chapter. Table XXXIII is 
herewith adjoined. 

TABLE XXXIII. 

ACCOUNT IN DETAIL OF THE AMOUNTS OF THE SILVER YEN 
SOLD OR OTHERWISE DISPOSED OF. 

Amount of the one yen silver coin received in direct yen 

exchange for gold coin 38,648,297.000 
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In detail ' 



yen 

Amount which was circulating at home . . 11,009,281.000 

„ ,, „ ,, „ abroad . 10,846,465.000 

, , „ constituted a part of the Bank 

of Japan's Conversion Reserve . . . 16,792,601.000 

Amount of one-yen silver coin received in payment of 

taxes and other public dues, and afterward ex- yen 

changed for gold 3,977,099.000 

Amount of one-yen silver coin received in Formosa and 

afterward exchanged for gold 2,962,973.000 

Promissory notes of the Mint exchanged for gold . . 25,678,148.840 

Promissory note of the Mint retired previous to October, 

1897, for the coining of subsidiary coins .... 3,827,304.202 

Total 75,093,822.042 

Total sold and otherwise disposed of 75,093,822.042 

Details as follows : — 

Transferred to the Mint Bureau in order to be 

minted into subsidiary coins 27,567,011.584 

Details concerning the above sum : — 

In one-yen silver coin 15,466,396.000 

The same stamped 1,069,826.000 

In promissory notes of the Mint . . . 11,041,790.684 

Transferred to and sold in Shanghai .... 17,546,288.428 

Details concerning the above sura : — 

In one-yew silver coin 200,000.000 

do stamped .... 660,000.000 

In " horse-shoe shaped silver " .... 600,000.000 

In promissory notes of the Mint . . . 16,724,998.067 

do converted into 

"horse-shoe shaped silver'' .... 671,290.871 

Transferred to and sold in Hongkong . . . . 15,823,000.000 

Details concerning the above sum : — 

In one-yew silver coin 1,870,000.000 

do stamped .... 13,963,000.000 

Sold to foreign banks 7,417,374.030 

Details concerning the above sum : — 

In one-yew silver coin 8,000,000.000 

do stamped .... 2,260,000.000 

In promissory notes of the Mint . . . 2,167,374.080 

Disbursed in Formosa at current valuation . . 6,212,973.000 

Details concerning the above sum : — 

In one-ye7i silver coin 1,160,000.000 

do retired in Formosa . 2,962,978.000 

In one-yen silver coin stamped and forwarded 2,100,000.000 

Disbursed at Wei-hai-wei at current valuation . 197,175.000 

In one-yew silver coin stamped .... 197,176.000 

Disbursed in Korea at current valuation . . . 330,000.000 

In one-yew silver coin stamped .... 880,000.000 

Balance : — No remainder. 
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SECTION I. 

Disposal by recoinage into subsidiary silver coins. 

As was already stated in Section II, Chapter VII, it being 
decided to make an additional issue of subsidiary silver coins 
simultaneously with the enforcement of the coinage Law, there 
arose a necessity for minting subsidiary silver coins in order to 
be prepared for the event. In view of this fact, the Finance 
Minister (Count Matsukata) decided to use retired one yen 
silver coin and the silver bullion at the Mint corresponding to 
the promissory notes of the Mint as the material for minting 
subsidiary silver coins. He now issued the following instruc- 
tion to the Bank of Japan under date of April 10th, 1897; — 

While subsidiary coins are to be ininteil from one-yen silver coins to 
be now gradually withdrawn from circulation, yet the silver yen pieces 
that are at present kept at the bank of Japan as its conversion reserve 
should be left intact, and when the Cashier-in-Chief of the Government 
Treasury demands the delivery of the same to the Mint in exchange for 
convertible notes, the bank shall instead forward the promissory notes of 
the Mint to pav coins to the Government Treasury at Osaka. 

As the convertible notes above referred to shall be in one-yen notes 
the amount thus handed to the Bank shall be deducted from the amount 
of one yen notes issued. 

It being thus decided to employ tlie silver bullion repre- 
sented by the promissory notes of the Mint to pay coins as the 
material for minting subsidiary coins, the process of transfer- 
ring the bullion from the Government Treasury to the Mint 
was gone through from time to time. But when in February, 
1898, the practicableness of selling off the remaining bullion 
in China was clearly seen, the Finance Minister, Count Inouye, 
decided that in minting the subsidiary coins alloted for the 
31st fiscal year of Meiji (1898), the retired one-yen silver 
coins should be used as material, instead of the silver bullion 
in the Mint corresponding to the promissory notes. Accord- 
ingly he issued an order to the Mint Bureau under date of 
April 13th, transferring to it three million yen of one-yen 
silver coins, in order to have them minted into subsidiary 
coins. The order was as follows: — 
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An order as per separate paper having been issued to the Cashier-in- 
Chief of the Government Treasury, concerning an arrangement to be 
effected for the purpose of transferring to the Mint three million yen as 
the fund for minting the amount of subsidiary coins alloted for the 31st 
fiscal year of Meiji, the Mint shall secure the delivery of the said amount 
of one-yen silver coins from the Osaka Government Treasury, in accor- 
dance with the rules relating to the coining of subsidiary currency. 

As per separate estimated account, the delivery of one-yoi silver 

coin shall take place at the rate of 135 ycii 96 f^cn 7 rin per one 

hwan of pure silver. 

The separate paper meutioned above is as follows : — 

The method of calculating the price of pure silver : — 

1 . The average London quotation on silver bars (925 part fine), 
during the thirty days from March 11th to April 10th, 1898 
(31st year oi Meiji), was 25.64423 c/. 

According to the above rate, the price of 1 oz. of pure silver 
would be 27.72349 d. 

These figures calculated in terms of Japanese currency, at the rate 
of 9 yen 76 sen 3 rin ^t one pound sterling, read as follows : — 

2. The price of 1 oz. of pure silver would be 1 yen \2sen 7.76847 r/?i. 

According to this rate the price of one hwan of pure silver 
would be 135 yen 96 sen 7 rin. 

One ounce mentioned above is equal to 8mojnme 2 fun 9.44 r/n. 

In obedience to successive instructions similar to the 
above, the material for minting subsidiary silver coins was 
henceforth purnished to the Mint by delivering over to it the 
retired one-yen silver coin, in response to its requests, — the 
entire material for coining the allotted amount of subsidiary 
coins for the 31st and 32nd fiscal years of 3feiji being supplied 
in this way. 

The total amount of one-yen silver coins and the silver 
bullion represented by the promissory notes of the Mint 
which were handed over to the Mint in order to be turned 
into subsidiary silver coins, between the 30th fiscal year and 
the 32nd fiscal years oi Meiji inclusive, was ye/i 27,567,011.584. 
For this amount, the Government was paid 26,034,821 yen 
56 sen 3 rin of subsidiary silver coins; the loss from the 
transaction amounting to 1,532,190 yen 2 sen 1 rin. 
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To average the figures, the yield was at the rate of 94 i/en 44 sen 2 rin per 100 
silver yen. The same reduced to that for one ounce of English standard silver 
equals 27 d, 5822 -{- per ounce. As compared with the actual average quotation on silver 
in London between April, 1897, and December 1898, which was 26.9176 ci., the above 
transaction was equivalent to our silver being sold at the price higher by 0.6146 d. 
(per ounce). 

Note: — The reason why, in referring to the average London quota- 
tion on silver, we took the average quotation of the period extending 
from April, 1897, to December, 1898, was because the silver bullion 
represented by the promissory notes of the Mint which was trans- 
ferred to the Mint included the amount which was delivered over 
between April and September during 1897 as a fund for the coining 
of subsidiary coins. As regards the rest the comparison is with the 
London average quotation covering the period commencing with the 
month in which the work of retiring one-yen silver coin was 
started, namely October, 1897, and ending with that in which the 
undertaking was completed, namely December, 1898. 

For reference concerning this section, Table XXXIV is 
herewith adjoined. 
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SECTION II. 

Disposal by sale of the silver yen in Hongkongr, 

Shangrhai, etc. 

Toward the end of 1897 (30th year of Meiji\ information 
having been received that in Shanghai and Hongkong the 
money market was very stringent owing to the scarcity of 
currency, the Finance Minister, Count Matsukata, decided to 
take advantage of this circumstance and sell in those places 
the retired silver yen. Accordingly he issued an order to 
the Bank of Japan on the 20th of November, 1897, directing 
that Bank to instruct the Yokohama Specie Bank to sell 
silver bullion in Shanghai, by way of experiment, to the 
extent of one hundred thousand yen. The order was framed 
as follows : — 

With the object of securing gold by transporting silver bullion to 
Shanghai and selling it in that place, there is now forwarded to your 
bank the amount of silver bullion corresponding to 108,488 yen 84 sen 
of the promissory notes of the Mint (these notes having now been all 
exchanged for gold currency) — which amount will make 787 hwan 747 
moinme 3 fun 3 rin of silver bullion of 900 fineness. Your bank is 
ordered to instruct the Yokohama Specie Bank to make disposal of the 
same in accordance with the following rules : — 

1. The silver bullion corresponding to the promissory notes of the 
Mint (already exchanged for gold currency) shall be forwarded 
to your Bank through the Government Treasury at Osaka, and 
your Bank shall, on receiving it, deliver over the same immediate- 
ly to the Yokohama Specie Bank, instructing the said bank to 
forward the same to its branch office at Shanghai ; you shall at the 
same time deliver to the Cashier-in-Chief of the Treasury the 
receipt in which shall be entered the quantity of the silver bullion 
received and the corresponding amount of the promissory notes 
of the Mint. 

2. The Specie Bank shall exchange the above mentioned silver 
bullion for the silver tad at the rate of 58,000 grains of pure 
silver for 111 Shanghai iael, and pay back in Tokyo to the Gov- 
ernment the corresponding amount of gold, at the rate of exchange 
paid by the said bank in buying drafts on Shanghai. 

3. Two and one half thousandth (^"^/looo) of the tads obtained by 
thus selling the silver bullion shall be paid to the Specie Bank 
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for its own cDramission and for paying the expenses of freight, 
&c. 
4. In case gold is obtained in the future in the same way, by for- 
warding silver bullion to Shanghai and receiving the Shanghai 
tad in payment, what will be the best method to follow in sending 
that gold home? Your bank is ordered to make investigations 
on the subject and make report. 

The result of the foregoing experiment proving satisfactory, 
it was now decided to continue the process until the total sum 
of one million yen should have been disposed of. On Novem- 
ber 26th, 1897, the Finance Minister, Count Matsukata, gave 
an order to sell two hundred thousand yen worth of silver 
bullion. The order was as follows : — 

It being the intention of the Government to ultimately forward to 
and dispose of in Shanghai about one million yen worth of silver bullion, 
corresponding to the same amount of the promissory notes of the Mint 
(now exchanged for gold), your bank will now receive a quantity of 
silver bullion amounting to 1,473 kwan 402 mommcy 5 fun 5 rin of 
American silver bullion of 900 fineness — corresponding to 202,917 yen 
51 sen 8 rin of the promissory notes of the Mint. And you shall 
instruct the Yokohama Specie Bank to dispose of the same in accordance 
with the order (secret official) No. 1456 (mentioned above) of November 
20th. 

Note : — For the price obtained, secure sight drafts on London ; if 
more advantageous, the drafts on this country may be obtained. 

Your bank is instructed to investigate and report concerning the 
rate of exchange for London and this country. 

On the 30th of November, 1897, the Finance Minister 
(Count Matsukata) ordered the Bank of Japan to instruct the 
Yokohama Specie Bank to send, by way of experiment, 3,000 
yen of stamped silver coins to Hongkong and there to buy 
drafts on London or this country with that amount. The 
order was as follows : — 

By way of experiment, three thousand yen of stamped silver yen 
shall be now delivered to your bank in order to be forwarded to Hong- 
kong and there changed for drafts on London or this country. And 
your bank shall instruct the Yokohama Specie Bank to transact this 
business in accordance with the following rules : — 
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1. Stamped one-yen silver coin shqil be forwarded to your bank 
through the Government Treasury at Osaka and on the receipt 
thereof by the Osaka branch (if your bank, the same shall at 
once be handed over to the Specie Bank, so that the latter may 
ship the same to its branch at Hongkong. 

2. The Specie Bank shall purchase in Hongkong drafts on London 
or this country with the above amount of the stamped silver yen. 

3. Expenses incidental to forwarding the above mentioned stamped 
silver coins and other items of expenditure will be paid by the 
Government, so that you are ordered to send in the account of such 
exi)enses. 

-Siiice it has been ascertained that it was more advantageous- 
ness to draw bills on London than to do so on this country, 
0^ the Finance Minister (Count Matsukata) under date of Decem- 

ber 3rd made a further consignment of one hundred thousand 
yen to the Bank of Japan accompanied by the following 
order : — 

One hundred thousand yen of the stamped one yen silver coin will 
be handed over to your bank, in order to be for\varded to Hongkong 
and there exchanged for drafts on London. Yoiu* bank shall instruct 
the Yokohama Specie Bank to transact the business connected with the 
matter in the following manner : — 

1. Stamped one yen silver coins will be handed over to your 
bank through the Osaka Government Treasury ; and the Osaka 
branch of your bank shall on receiving them immediately deliver 
the same to the Specie Bank, which shall send them to its branch 
at Hongkong. 

2. The Specie Bank shall buy in Hongkong drafts on London, 
with the above mentioned stamped silver yoiy and deliver them 
to the Government. 

The London drafts may be of the term of four months. 

3. The exjienses incidental to forwarding the above mentioned 
stamped silver yen and other items of expenses connected there- 
with shall be paid by the Government according to the account 
of the same, presented by the Specie Bank. 

While the retired silver yeti was being disposed of in the 
way described above, there arose in January, 1898, a necessity 
for the Government on account of certain financial considera- 
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tions to get rid of the remaining portion of the same as soon 
as possible. The Finance Minister of that time, Count Inouye, 
after making full investigations on the method of disposal, 
gave an order under date of January 31st to the Bank of 
Japan, directing that bank to instruct the Yokohama Specie 
Bank to sell off the silver bullion and the stamped silver yen 
according to the method laid down in that order. The order 
was as follows : — 

The Bank of Japan is herewith entrusted with the work of disposing 
of silver bullion and stamped silver yen in accordance with the following 
rules, and your bank shall instruct the Specie Bank to transact the 
business in accordance therewith. 

1. With the purpose of getting rid of silver bullion to the amount 
of about fifteen million yen by the month of December, this year, 
make as many advance contracts as possible. 

2. The lowest price to be accepted in effecting the above-mentioned 
sale shall be at the rate of 25 d. per ounce of the London stand- 
ard silver ; but make endeavours to secure higher prices where 
possible. 

The same rate as stated in the present paragraph shall be 
followed making sales in Shanghai and Hongkong. 

3. The actual delivery of silver bullion shall be made whenever 
demanded by the Specie Bank. 

4. The Specie Bank will be compensated for the expenses of 
transportation, insurance and other items concerning the disposal 
of silver bullion and stamped silver yen, at the following rate : — 

For London "'^/lo.ooo 
For Shanghai ^'/lo.ooo 
For Hongkong ^^lo.ooo 

5. The amounts of gold received in payment for sales effected in 
various places shall be paid in to the Government as soon as 
possible. 

6. All the risks incidental to transporting and otherwise handling 
silver bullion and stamped one yea silver coin in connection with 
their disposal shall be borne by the Specie Bank. 

7. Investigate and report further on the method of selling stamped 
one-yen coins in Bombay, Singapore, etc. 

If the Specie Bank consents to act according to the foregoing 
rules, it shall send in a statement in acknowledgement thereof. 
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According to the method and procedure thus sketched sil- 
^ ver bullion and stamped one-yen coins were disposed of in 
Shanghai and Hongkong ; the amount actually sold oflf reach- 
ing a sum far exceeding the above-mentioned fifteen million 
yen. But the order of procedure and the method of transaction 
followed in the case of the extra amount were the same as 
given above. After the enforcement of the order prohibiting 
the circulation of one yen silver as legal currency, there was 
no longer any necessity for continuing the practice of stamping 
the silver coins and they were sold in their original state. 

Again, here at home the Chartered Bank has made applica- 
tion for buying silver bullion with the purpose of sending it 
to Shanghai and Hongkong ; respecting which the Finance 
Minister, Count Matsukata, under date of December 4th, 1897, 
gave the following order to the Bank of Japan : — 

The Bank of Japan is hereby ordered to hand over silver bullion to 
the. Specie Bank, in order that the latter may sell it to the Chartered 
Bank, at the rate of 28 c/. per ounce of the English standard silver ; the 
amount of silver bullion to be thus delivered to be 400,000 yen, which 
shall be taken out of the stock of silver bullion corresponding to the 
promissory notes of the Mint, already exchanged for gold, and which was 
ordered to be shipped to Shanghai. The Specie Bank shall pay back to 
the Government for the said amount of silver bullion at the rate of 
24 ^8 ^- for 1 yen gold. 

Report shall at once be submitted on the quantity of silver bullion 
delivered over in compliance with the present order. 

Considerable amounts of silver were further sold to the 
Chartered Bank and Hongkong and Shanghai Banking Cor- 
poration ; these sales being all effected by means of advance 
contracts. 

The total amount disposed of in different ways mentioned 
above was altogether 40,786,662 yen 45 %en 8 rin. Of this 
amount 17,546,288 yen 42 %en 8 rin was sold in Shanghai, 
which fetched the price of 15,770,718 yen 23 Ben 8 rin. 

This price being averaged was at the rate of 89 yen 88 sen 1 rin (gold) per 100 silver 
ytn. The rate reduced to that for one ounce of English standard silver equals 26.2025 d. 
per ounce. The rate compared with the actual average quotation on silver bars 
(standard) for advance sales in London between October, 1897, and December, 1898, 
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(the sales having been principally effected by means of advance contracts the compari- 
son is made with the quotation on advance sales in London) was less by 0.3559(2.^ 
than 2G.5584G?. which was the average quotation in London. 

The amount sold in Hongkong was 15,823,000 yen which 
fetched 14,752,095 yen 10 sen 9 rin. 

This price being averaged was at the rate of 93 yen 23 sen 2 rin per 100 silver t^en. 
The rate, reduced to that per ounce of English standard silver, equals 27.1794 d. per 
ounce. The rate compared with the actual average quotation on silver bars (standard) 
for advance sales in London, ruling between October, 1897, and December, 1898, (the 
sales having principally been effected by advance contracts, the comparison is made 
with the quotation on Imllion of advance salosj, was higher by 0.0210(7., the average 
quotation in London being 26.5884 d. 

The total amount sold at the request of foreign banks was 
7,417,374 yen 3 sen, which fetched 6,785,652 yen 42 sen 6 rin. 

The price being averaged was at the rate of 91 yen 48 sen 8 rin per 100 silver yew. 
The rate, reduced to that per ounce of English standard silver, equals 26.GG95 d. per 
ounce. This rate compared with the actual average quotation on silver bars (standard) 
for advance sales in London between October, 1897, an<l December, 1898, (the compar- 
ison is made with the quotation on advance sales, the sales above referred to having 
been principally effected by means of advance contracts), was higher by 0.1111 c?., the 
average quotation in London being 26.6584 d. 

Now the grand total of the prices obtained from these 
various items of sales amounted to 37,308,465 yen 77 sen 3 
rin. 

The price was on an average at the rate of 91 yen 47 sen 2 rin gold per 1(X) yen 
silver. This rate, reduced into that for one ounce of English standard silver, equals 
26.0668 d. The rate compared with the actual average quotation on silver bullion for 
advance sales in London between October, 1897, and December, 1898, (the comparison 
is made with the quotation on advance sales, as the sides above referred to were effected 
by means of advance contracts), was higher by 0,1079 d., the average quotation being 
26.6584 d. 

The above total compared with that of the silver yen 
retired — 40,786,662 yen 45 sen and 8 rin — shows that there 
was the loss of 3,478,196 yen 68 sen 5 rin. The sales at Shanghai 
consisting principally of silver bullion were eflfected in accordance 
with the quotations ruling in London. On the other hand the 
sales at Hongkong consisted of one yen silver coins in a perfect 
state, so that the price obtained was comparatively higher. 

Tables XXXV and XXXVI are herewith adjoined for 
reference concerning this section. 

21 
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SECTION III. 

Disposal by being: transferred to Formosa, Wei-hai-wei 

and Korea, and disbursed. 

As will be stated in Section II, Chapter XIII, it was decid- 
ed to nominally enforce the gold standard in Formosa, but in 
practice to put in circulation the stamped silver yen at current 
valuation. This foct was publicly notified by Imperial Or- 
dinance No. CCCLXXIV of October, 1897 (30th year of 
MeIJi). In accordance with this Imperial Ordinance, the 
stamped silver ye7i were first shipped on the 12th of October 
and continued to be thus transferred there from time to time 
as need arose But when in the month of July, 1898, the 
exchange of silver yen was stopped, it was decided to put in 
circulation the silver ye7i in its original undefaced state in 
Formosa; and on the 31st of July, this policy was made 
known by Ordinance No. XIX of the Government of Formosa. 
Since then, the shipment of stamped silver yen to that island 
has been stopped and, instead, the silver yen there retired was 
again put in circulation in its original state. 

In November, 1898, there having come from the army of 
occupation at AVei-hai-wei a request for 50,000 ye7i in one-yen 
silver coin, the Government had the stamped silver yen to the 
amount asked for shipped thither and the practice was repeated 
as there arose necessity. The shipment of oue-yen silver coin 
to Korea originated with the memorial of the President of 
the First Bank m August, 1897. By way of experiment, 
30,000 of the stamped silver yen were handed over to the 
First Bank through the Bank of Japan on the 21st of October. 
The order issued to the Bank of Japan under date of October 
21st by the Finance Minister (Count Matsukata), in the above 
connection, was as follows : — 

Concerning the matter referred to in your representation of October 
19th of this year in regard to placing the stamped one-yen silver coin in 
circulation in Korea, it has l>een decided to hand over 30,000 yen of the 
same to the First Bank through your Bank, by way of experiment, and 
you are ordered to instruct the First Bank to transact this business in ac- 
cordance with the following rules : — 
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1. The stamped one-yen silver coin to be shipped will be deliver- 
ed to the Bank of Japan by the Osaka Government Treasury, and 
on the receipt thereof your Bank shall immediately hand over 
the same to the First Bank to be forwarded to its branch at 
Jinsen (Chemulpo), Korea. 

2. The First Bank shall exchange at par value these stamped 
one-yen silver coins for the undefaced ones in circulation in Korea, 
and shall send back from time to time to the Osaka Branch of 
the Bank of Japan the undefaced coins received in exchange. 

3. The expenses of transportation, insurance, packing and other 
items of expenditures incidental to transacting the business as pro- 
vided for in the preceding two paragraphs shall be paid by the 
Government. 

The shipment >vas subsequently repeated in response to the 
requests of the First Bank; and the total amount of the retired 
silver yen shipped to Formosa, Wei-hai-wei and Korea in the 
above-named manner and put in circulation in those places 
was 6,740,148 yen. Out of this amount, the sum of 6,212,973 
yen went to Formosa, which yielded 5,831,335 yen 16 sen. 

This price was on an average at the rate of 98 yen 85 sen 7 rin per 100 silver yen. 
The same reduced to English standard silver equals 27.8616 d, per ounce. This rate, 
compared with the actual average quotation in London between October 1897 and 
December 1898, was higher by 0.4645 c/., the average quotation in London being 
26.8971 d. 

The amount put in circulation at Wei-hai-wei was 197,175 
yen which yielded 195,000 yen. 

This price was on an average at the rate of 98 yen 89 sen 7 rin per 100 yen silver ; 
this rate reduced to English standard silver equals 28.8309 d,, and compared with the 
actual average quotation in London between Octoberi 1897, and December, 1898, it was 
higher by 1.9888 ^., the average quotation in London being 26.8971 d. 

The amount put in circulation in Korea in exchange for 
our currency in the way mentioned above was 330,000 yen^ 
which yielded 326,618 yen 35 sen 7 rin. 

The price obtained was on an average at the rate of 98 yen 97 sen 5 rin per 100 yen 
silver ; the rate reduced to English standard silver equals 28.8536 d, per ounce ; com- 
pared with the actual average quotation on silver bai-s (standard) in London between 
October, 1897, and December, 1898, the above rate was higher by 1.9566 d., the average 
quotation in London being 26.8971 d. 
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The total sum obtained for the diflferent amounts disposed 
of in ways mentioned above was 6,352,953 yen 51 sen 7 rin. 

This price was on aD average at the rate of 94 yen 25 sen 6 rin ; the rate reduced to 
English standard silver equals 27.4776 d, per ounce ; compared with the actual 
average quotation on standard silver, ruling in London between October, 1897, and 
December, 1898, the above rate was higher by 0.5805 c?., the average quotation in 
London being 26.8971 d. 

The above total as compared with 6,740,148 yen the figures 
at which retirement was effected, leaves a balance of 387,194 
yen 48 sen 3 rtn, the loss sustained by the Government in this 
transaction. 

Tables XXXVII and XXXVIII are herewith adjoined for 
reference concerning this chapter. 
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SECTION IV. 

The loss sustained by the Government througrh the sale of retired 

silver yen and the way in which that loss was made 

good ; the circumstances under which 

the sale was conducted. 

The aggregate total of one yen silver coins withdrawn from 
circulation and the silver bullion corresponding to the pro- 
missory notes of the Mint (also retired), was 75,093,822 yen 
4 sen 2 W?i, and as stated in the preceding section, the disposal 
of this whole amount was completed in December, 1898 ; while 
the total price obtained from the sale of this whole amount was 
69,696,240 yen 85 sen 3 rin. (This price was on an average 
at the rate of 92 yen 81 sen 2 rin per 100 yen silver ; which 
reduced to the rate per ounce of English standard silver 
equals 27.0570 cZ. per ounce; compared with actual average 
quotation on silver bars on both advance and immediate sales, 
ruling in London during the period in which the above men- 
tioned sale was effected, was higher by 0.2660 c?., the average 
quotation in London being 26.7910 cZ.) The transaction thus 
produced a discrepancy of 5,397,581 yen 18 sen 9 rin ; added 
to this, there were the expenses incidental to the retirement 
and the sale, amounting to 155,730 yen QZsen 1 rin in March 
31st, 1899, so that the total loss came up to the sum of 5,553,311 
yen 82 sen. In order to make good this loss, the sum of 
5,651,960 yen 91 seiiy being the net profit realized by the Mint 
Bureau for the 30th and 31st fiscal years of 3Ieijiy was trans- 
ferred to the Currency Adjustment Fund Special Comptahilitey 
in accordance with Law No. XVII of March, 1897. (The profits 
to the Mint Bureau were mainly the profits arising from the 
minting of subsidiary silver coins, — whose amount for the 
30th fiscal year was 2,035,860 yen 82 sen 1 nn, and that for the 
31st year, 3,616,100 yen 8 sen 9 rin). 

In looking back over the circumstances attending the re- 
tirement and disposal of the silver yen^ we must note the fact 
that the scarcity of money prevailed throughout the 30th fiscal 
year (1897) as a result of the sudden expansion of business 
and industrial enterprises, follow^ing the victorious war with 
China (1894 — 5) ; and it being impossible in consequence to 
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float in the home market the Government bonds issued as a 
post bellum measure, the Government itself had to buy them 
by appropriating 14,670,000 yen out of the indemnity money. 
Coming to the 31st fiscal year (1898), the stringency of the 
money market yet more increased, so that in order to ameliorate 
this condition of affairs the Government made a further dis- 
bursement of over 36,990,000 yen out of the indemnity money 
for buying Government bonds, and of over 3,040,000 yen for 
buying the bonds, to be newly issued, of the Industrial Bank 
of Japan. Even yet the condition of the market did not allow 
the floating of a public loan. Under these circumstances, the 
Government had to make further temporary appropriations out 
of the indemnity money to the extent of over 70,650,000 yen to 
cover the expenditures which were to be met by floating Gov- 
ernment bonds and of over 15,000,0007/^71 to meet the deficit in 
the General Account, owing to the delay in the passage of the 
law for increased taxation. For these reasons it was apparent 
that if the retired silver yen -were kept idle in the Govern- 
ment Treasury for any length of time, it would become 
diflScult to meet the annual expenditures. Although it was 
decided to recoin a part of the amount of the retired silver yen 
into subsidiary silver coins, still there was also an immediate 
necessity for making proper disposal of the remainder. This 
was, moreover, at a time when silver quotation in London was 
depreciated to the level of 2Sd. (August 1897). There was 
thus a peril that the rate might be yet further forced down, if 
a large amount of silver were sold off just then, and the transac- 
tion might have resulted in a loss of ten or even twenty per 
cent. The situation, therefore, created much anxiety in the 
minds of men in authority. But toward the winter of 1897, 
the price of silver rose at one time above 27c?., owing to the 
tight money market which was produced by the scarcity of 
currency in Shanghai, Hongkong and their vicinities. While 
in this country, it happened that the harvest of 1897 proving 
unusually bad, large quantities of foreign rice were imported 
via Hongkong. The situation offered a good opportunity for 
selling abroad one-yen silver coins, and with the latter object 
in view, an order w^as issued to the Yokohama Specie Bank to 
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forward to and sell ofif the retired yen silver in the above named 
regions, to employ a part of the money obtained in the payment 
of bills drawn against the imported rice, and to send home the 
rest in other forms of draft. At the same time here at home, 
the Hongkong and Shanghai and the Chartered Banks having 
requested the Government for the sale of silver yf'M in order to 
meet the demand for silver in Shanghai and Hongkong, a con- 
siderable amount was sold to them. By March of 1898 (31st 
year of Meiji), silver again showed signs of depreciating, but 
owing to the out-break of the war between Spain and America 
and to the policy of the Spanish Government to buy up silver, 
its price again commenced to rise. Under these circumstances 
our eflforts to sell silver in Shanghai and Hongkong w^as 
kept up with increased vigour and the price obtained in payment 
was sent home either in the form of immediate drafts on Japan 
or in drafts on London. In Formosa, as will be stated in Chapter 
XI, the stamped one-yeii silver coin now came to be put in 
circulation, while after the expiration of the period allowed for 
tlie exchange of silver yen, the same in its original form was 
put in circulation ; so that a portion of the retired one yen silver 
coin was forwarded thither and disbursed at current valuation. 
Other ways of disposal consisted of shipping certain quantities 
to Korea and there exchanging them for the convertible notes 
of the Bank of Japan, and of making an attemjit to circulate 
them in Wei-hai-wei, in both cases at the current rate of 
valuation. In these latter places, tlie prices obtained were 
higher than at others, but the demand for these coins never 
rose to very high figures. 

In this manner, within a short period of about one year, 
by December of 1898 (31st year of Meiji) tlie disposal of 
the retired silver yen was entirely completed. The most 
satisfactory part of the whole transaction was tliat the 
disposal of this vast amount of silver, in so short a space of time, 
not only did not cause any fluctuation in the price of silver 
abroad, but the rate realized was actually higher than that 
quoted in the London market ; while the loss resulting from 
the discrei^ancy between the amount retired and the price 
realized from its sale was no more than about 77oand that loss 
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was amply made good by the net profit from the minting of 
subsidiary silver coins, and thus giving no additional burden 
whatever to the State. 

Tables XXXIX and XL are herewith adjoined for reference 
concerning the present section : — 



TABLE XXXIX. 

I. GENERAL ACCOUNT OF THE RETIRED SILVER YEN 

DISPOSED OF BY SALE. 

Total nmouot of l-j/cn silver coins and of silver bullion corresponding yen 

to the promissory notes of the Mint retired 75,093,822.042 

Items under the above : — 

Amount of the silver i/en retired by being exchanged for gold 

coin between October, 1807, and July, 1898 38,648,297.000 

Amount of the silver yo7« retired by being received in payment of 

taxes and the other public dues, and then exchanged and retired 3,977,099.000 

Ditto received in Formosa, and then exchanged and retired . . 2,002,978.000 

Amount of the promissory notes of the Mint exchanged for gold 

Qoins 25,G78,148.840 

Ditto retired before October, 1897, for the purpose of coining 
subsidiary silver pieces 3,827,804.202 

Total 75,093,822.042 

Amount of retired silver yc» disposed of by sale 75,098,822.042 



CHA1*1'ER X. SECTION IV. 



337 



Q 
O 



H 
O 

< 



Q 



H 



<1 

H 

s 

H 

Li 
O 

o 

< 




22 



338 



THE ADOPTION OP THE GOLD STANDARD IN JAPAN. 



X 



o 

Q 

O 

CO 



H 

O 

< 

H 
O 
H 



^ O 
U P 



O 

K 



a 
o 

O 

O H 

•J P^ 

w 

H 



<1 
H 

P 



;zj 

O 

O 

<1 



50 



o 

CD 



»o 


CO 


c^ 


Od 


« • 


• 


^'^ 


t^ 


r^ 


Tt< 


c^ 


CO 


•\ 


*« 


t^ 


<M 


CO 


o 


t^ 


t^ 



-i 


^ 


c 


c 


i2 


■J 


-fi 


^ 


o 


o 


^ 


o 


o 


o 


■ p^ 


• r^ 


fc« 


1^ 


^ 


Pm 




CHAPTER X. BECnON IV. 



<■ taaoai £||Bii»pn| aft & 



-B 



<Si?g 



|« 



!ii 




■8.ri 






gS 2 I M ^ 



.3 S -si -2 

T= ^ s a 

■u - 

i ^:: 



= 9 

to B 

■|1 



340 



THE ADOPTION OF THE GOLD STANDARD IN JAPAN. 



O 
CO 

WD 

CO 

CO 
CO 

oo 



p 

CO 

rH 

<M 

•\ 

CO 







o 


t^ 


C5 


1-1 rH O 


1< 


O 




CO 




o 






^5 


uO 


00 


(M Ci O 


o 


'^ 


^s 


'^ 


CO 


s 









CO 

• 


1-H 

9 


O CO ^ 


CO 


QO 


o 


CO 


CO 


QO 


o 


o 


o 


00 


T-^ 


d :2i o 


T-H 


• 


i6 


• 

1-H 


• 

o 


• 
T-H 


CD 


Q) 


1-H 


QO 


O O l^ 


(M 


CO 


t^ 


QO 


CO 


y-^ 




•\ 


CO 


lO 

•v 


rH 05 »C 

•v •* •s 




CO 




CO 




CO 


i-O 

CO 
CO 


• 

o 
o 
o 


iO 


CO 


l^ 


(M O lO 


rH 




(M 


CO 


uO 


CO 


C5 


(M 


C5 


CO t^ t>- 


CO 


QO 






40 


kO 


'^ 


CO 


CO 


uo O l> 

•s »\ ^ 


CO 


CO 






1-H 




d^ 


»K 






uo 














lO 


o 


QO 






















t^ 


O 























Tt' T-H 



II II 



o 



-4-1 

o 



Ph 



5»i 



r3 
"So 






g E 

ill 



R O 



8 



uo 

T-H 




o 



C5 
O 

o 
a 

o 
(-1 

o 



c3 

2 

o 



> s ^ 



O 
o 






I 

O 

c 



o 
o 



2 ^ 



(-1 



so 
o 



o 



§5 






3 _g 









Pi S-i 

o o 



»H Pi bi 

'^ ^ \^ 



U U 

o o 





CHAPTER X. SECTION IV. 



34 



1-H 


O 


o 


o 


o 


(M 


00 




(M 


o 


00 


o 


o 


00 


q 


# 

o 


8 


d 


wm 


o 


o 


CD 


T-l 


-rt* 


oo 


r^ 


<Ji 


CO 


CD 


•N 


•\ 


•* 


•* 


•« 


40 


CD 


1-^ 


CO 


00 


CO 




iO 


lO 


o 


o 


CD 


CD 


lO 




•N 


•N 


•v 


•\ 




<M 


CO 


»o 


lO 





hi 

a 



s ^ 

2 § 

p5 O 



if 



o 
c 
S o ti 

> C5 00 

>% "^ <*-! 



05 

oo 



00 
00 



:? 



C4H 

o 



cc 



;:5 


O (j 


-4^ 
QQ 




o >- 


CO 




-M (-H 


w 


U) 






c 


^ 9. 


-4^ 




.ScS 


eg 


8 

o 


aocr 
30tl 


E 


o 


.■t^ o 


a 
en 




2^ 


o 


su 


H 


Q 







GQ 

s 



u 

c2 

3 

o 
H 



o 



O 



as 






C3 



o 
.25 






-4^ 

o 
•^ too 



O c2 

I i 



o 



^3 


o 


o 


u 


§0 


«2 


fee 


•4^ 


• ^H 


•pii^ 


^ 


fl 


rt 


o 


s 





B 8 



<!> CO 

0.2 

> o 

o § 

■s.§ 

'^ S 

o 

o 

o c 

Q c 



g 
5 






o 



342 THE ADOPTION OF THE GOLD STANDARD IN JAPAN. 



CHAPTER XI. 

THE EMPLOYMENT OF FUNDS IN THE OOTEBNMENT TEEASUET 
IN CONNECTION WITH THE COINAGE BEFOEM. 

As may be seen from the preceding chapters, the Coinage 
Reform was effected by applying the gold coins belonging to the 
Chinese indemnity fund as a gold reserve for the exchange of 
one yen silver coins. But this does not mean that a farthing out 
of the indemnity money was consumed for the purpose. To 
explain : before being applied to various purposes for which the 
indemnity fund was appropriated according to the Budget 
estimate, the gold coins belonging to the said indemnity were 
utilized for the exchange of one yen silver coins ; while the 
amount thus utilized was paid back and the expenditures for 
which that amount had been appropriated met with by the 
money realized from the sale of the retired silver yen. In effect- 
ing all these transactions funds in the Government Treasury were 
made use of under different Comptabilite — i. e. the Indemnity 
Money Special Comptabilite^ the Currency Adjustment Fund 
Special Comptabilite, and the Mint Bureau Manufacture Special 
Comptabilite — in the following manner : — 

I. The Indemnity Money Special Gomj>tabilite shall buy gold 
bullion with its fund deposited in London, ship the said bullion 
home and deliver it to the Mint Bureau in order to be coined into 
money. 
II. The Mint Bui'eau shall receive gold bullion from the Indemnify 
Money Special Cbmplabilite, coin it into gold currency and then 
return the latter to the said Comptabilite, 

III. The Indemnity Money Special Comptabilite shall exchange one 
yen silver coins for the gold currency received from the Mint 
Bureau, thus effecting their retirement. 

IV. The Indemnity Money Special Comptabilite shall transfer one 
yea silver coins which have been exchanged for gold currency, to 
the Coinage Adjustment Fund Special QymptabUite at their face 
value. 

V. The Coinage Adjustment Fund Special Comptabilite shall sell at 
a market price the retired one yen silver coins, received at face 
value from the Indenmity Money Special Comptabilite. 
VI. The Coinage Adjustment Fund Special Comptabilite shall pay for 
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the retired one-yen silver coins received from the Indemnity 
Money Special Oomptabiliti (paragraph IV) with the money 
realized from the sale of those retired silver yen. 
VII. The Mint Bureau shall coin subsidiary silver pieces with 
one yen silver coins bought from the Coinage Adjustment Fund 
Special Gomptabiliti, and shall transfer to the same OymptabUite 
the profits resulting from coining these subsidiary coins and from 
other items of manufacture. 
VIII. The Coinage Adjustnient Fund Special ComptabilUi shall make 
good the loss resulting from balancing the price obtained for the 
sale of the retired silver yen and the price at which the same were 
received, with the profits transferred from the Mint Bureau. 
IX. The Indemnity Money Special ComptabUiie shall in the above 
manner receive from the Coinage Adjustment Fund the payment 
for the retired silver yen and apply the money thus received in 
payment toward expenditures determined by the Budget. 

Thus, the Indemnity Money Special Comptabilite, while it 
exchanged one-yen silver coin at its face value, did not suffer 
the least loss since the said Comptabilite transferred it to the 
Coinage Adjustment Fund Special Comptabilite at its face value. 
While the loss, which the Coinage Adjustment Fund suffered 
by receiving the retired silver yen at the face value and selling 
the same at current valuation, was made good by the profits 
realized at the Mint Bureau from coining the subsidiary pieces. 

In this manner were accomplished the retirement and dispo- 
sal of one-yen silver coin, by employing funds in the Govern- 
ment Treasury, while the loss arising from the transactions 
was made good by the profits of the Mint 'Bureau. The fol- 
lowing are the rules adopted on May 1st, 1897, for transacting 
the business connected with the Coinage Adjustment Fund Spe- 
cial Comptabilite : — 

Methods and Processes of Business concerning the Coinage 
Adjustment Fund Special Comptabilite. 

Part I. — Concerning the Exchange as well as the receipt and disburse- 
ment of one-yen silver coin and of coin unfit for circulaJtion. 

Art. I. The one yetx silver coin and the coin unfit for circulation shall 
be exchanged for the cash on hand at the Government Treasu- 
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rics in different parts of the country. The amounts thus ex- 
changed shall be put up together and at the convenience of those 
Treasuries forwarded to the Osaka Government Treasurv, which 
sliall render report to the Finance Bureau on the amount of 
such currencies on liand at the end of each month. 

Kules for the method and processes of business connected 
with the exchange at the Treasuries shall be determined se- 
parately. 
Art. II. When it is required to deliver to the Mint Bureau one-yen 
silver coin and the coin unfit for circulation, as bullion, there 
shall be sent to the Accountants' Bureau, the Mint Bureau and 
the Cashier-in-Chief of the Government Treasury, in order to 
make an infer-Jiitcus transposition of accounts, so that the required 
amount of one-yen silver coin and of coin unfit for circulation 
kept in the Osaka Government Treasury may be handed over 
to the Mint Bureau, after having been exchanged for money 
which had been received by the Coinage Adjustment Fund (the 
amount tlius exchanged not to exceed the amount fixed by the 
estimated annual disbursement of this Fund). The hiter-fificiis 
transposition of accounts sliall comprise the following processes : — 

1. To pay out the year's manufacture expenditure fund (i.e. of 
the Mint) and receive the same into the Coinage Adjustment 
Fund as part of its annual income. 

2. To pay out the annual expenditure fund of the Coinage 
Adjustment P'und and receive in its place into t!ie Fund one- 
yen silver coins and the coins unfit for circulation. 

3. To deliver to the Mint Bureau as bullion one yen silver coins 
and the coins unfit for circulation, received by the Coinage 
Adjustment Fund in accordance with the provisions of the 
foregoing clause, and to obtain the receipt thereof. 

Art. III. In case the delivery of one-yen silver coins or the promis- 
sory notes of the Mint which have not yet been exchanged for one 
yen silver coins is required by the Mint Bureau, in accordance 
with rules concerning the minting of subsidiary silver coins, the 
required amount of them shall be obtained from the Bank of 
Japan in exchange for the convertible notes in possession of 
the Gov-ernment Treasury, by having an order sent to the 
Cashier-in-Chief of the Government Treasury to make the above 
mentioned exchange, and to have orders sent according to the 
provisrions of Art. II to the Finance liureau, the Mint Bureau 
and the Cashier-in-Chief of the Government Trea^urv. 

Art. IV. In case it is desirable to sell off in the market, as bullion. 
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one-yai s^ilvertjoins and the coins unfit for circulation, kept in the 
Osaka Government Treasury, the same shall be first melted down 
into bars at the Mint and then sold. 

The rules concerning the sale mentioned in the present article shall be 
determined separately. 

Art. V. Each year when the amount of the manufacture profit of the 
Mint Bureau has been ascertained, orders shall be sent to the Mint 
Bureau and the Cashier-in -Chief of the Government Treasury 
to effect the necessary inter-JisrM.H transposition in order that the 
said amount of profits, after paying out the necessary manufac- 
ture expenditures, may be received into the Coinage Adjustment 
Fund. 

Art. VI. In ca^ic there be found a balance on the credit side after 
the annual settlement of the accDunt of the Coinage Adjustment 
Fund, an order sliall be sent to the Cashier-in-Chief of the 
Government Treasurv' to add the said balance to the Fund, while 
in case there be found a balance on the debit side an order shall 
be sent to have tlie said amount deducted from the Fund. 

Part II, — Concerning investigations to he condiuited in regard to the 
condition of one-yen yiiver coins. 

Art. VII. The amount coined and issued, the net amount exported 
abroad, the amount recoined or retired, the amount actually in 
the country, and the amount held by the Bank of Japan as 
conversion reserve, of one yen silver coins, shall ba constantly 
inquired into, and the monthly report concerning them sent in. 

In the report, distinction shidl bo mad'i between silver coins and the 
promissory notes of the Mint. 

Art. VIII. Investigations shall further bs conducted from time to 
time and report rendered on the condition of the circulation of 
one-ycn silver coins both at home and abroad. 

Part III, — Concerning the estimate f and the settlement of the account, 
of the Coinage Adjustment Fund. 

Art. IX. The statement of estimates giving in detail the items 
of incomes and expenditures of the Coinage Adjustment Fund 
for a given year, with the balance sheet showing the actual 
receipts and expenditures and the balance between them for 
the fiscal year before the last, shall be compiled by the 31st 
day of July of the previous fiscal year ; while also the statement 
of the account settled, giving in detail the items of incomes and 
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expenditures, with the balance sheet sUbwing the receipts and 
disbursements and the balance between them for the same year, 
shall be compiled before the 30th of June of the following 
fiscal year ; and these shall be forwarded severally by the dates 
mentioned to No. 4 Departmental Office. 
Art. X. For maintaining order and accuracy in the accounts of 
receipts and disbursements of the Coinage Adjustment Fund, 
the following books shall be kept at the Finance Bureau : — 

1. Journal of the Coinage Adjustment Fund for a given fiscal 
year. 

2. Ledger of the Coinage Adjustment Fund for a given fiscal 
year. 

3. The Book giving the Settled Items of Income of the 
Coinage Adjustment Fund for a given year. 

Art. XI. The Journal of the Coinage Adjustment Fund for a given 
fiscal year is for making entry therein, as per separate paper 
Form No. 1, of daily receipts and disbursements, under the 
items of debit and credit, by referring either to the Receipt and 
Disbursement Report forwarded by the special order of the 
Finance Minister, or to the similar report forwarded daily by 
the Government Treasury. 

The Ledger of the Coinage Adjustment Fund for a given fiscal 
year is for making entry therein of items as per Form No. 2 by 
posting them from the Journal. 

The Book containing the settled items of income of the 
Coinage Adjustment Fimd for a given fiscal year is for making 
entry therein, as per Form No. 3, of the settled items of income 
when the briefs are issued, after receiving the sanction, notify- 
ing the amounts to be paid in. 

Art. XII. A Daily Balance Sheet in accordance with the showing 
of the books as provided for in Art. X shall be compiled and 
submitted to the Finance Minister as per Form No. 4. 
Form No. 4 is as follows : — 

Balance Sheet as per Ledger of the Coinage Adjustment Fund 
for a given fiscal year. 

■ 

Methods of making entries in Books and the Forms above referred to 
are here omitted. 

The Method and process of the sale referred to in Art. IV 
were decided upon each time according to necessity, no fixed 
course having been previously determined. 
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CHAPTER XII. 

EFFECT OF THE COINAGE BEFOBM UPON THE ECONOMIC 

CONDITION OF OIJE C0XTNTE7. 

From the 1st day of October, 1897, when the Coinage Law 
(Law No. XVI, of the 30th year of Meiji) went into operation, 
Japan became a real gold standard country. As to the effects of 
that reform, it is yet difficult to find any thing very marked, 
either for good or ill, chiefly owing to the shortness of the time — 
it being no more than a year and half — that has elapsed since 
then. There have been, besides, other accidental causes which 
make it very difficult to form a judgment as to the good or ill 
effect of the reform, i. e., causes such as the various effects of the 
war with China, the failure of rice crops, the enforcement of the 
revised tariff laws &c., cSx;., which came on one after the other 
to disturb the economic condition of the country. While it is 
difficult, therefore, to point out clear and marked results direct- 
ly traceable to the Coinage Reform, yet I cannot but think 
that there are unmistakable indications to show that the reform 
has been decidedly beneficial. In the following sections I 
will try to show as far as possible the beneficial effects of the 
reform, (1) on the trade and industry, (2) on the foreign trade, 
and (3) on the financial condition of the country. 



SECTION I. 

Effect of the coinagre reform on the commerce 
and industry at home. 

Since the adoption of the gold standard, our currency has 
been freed from constant fluctuations in its exchange rate, 
to which it was subject before. Owing to this latter fact, 
moreover, the relation between the claims of the creditor and 
the liabilities of the debtor became less subject to sudden and 
unexpected changes ; business transactions were made safe ; an 
improvement in credit took place in the community at large ; 
prices became more constant; in a word, the way was now 
opened for the steady and orderly growth of our commerce 
and industry. 
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Leaving out of account in this section the questions con- 
cerning the effect of the Coinage Reform on the foreign trade 
of the country, it can be very clearly seen that since October, 
1897, the prices of commodities have kept comparatively even ; 
that while there have been some changes, yet when compared 
with the sudden and great changes which used to occur former- 
ly, we must say tliat the fluctuations were remarkably small. 
Besides, these small changes in the price of commodities can be 
amply explained by referring to the partial failure of rice 
crops, to the sudden expansion of industry and then to its as 
sudden depression, to a stringency in the money market, as well 
as to some other causes. These changes in the price of com- 
modities were due, therefore, to the natural working of the 
economic law of sui)ply and demand in the commodities 
themselves. If we notice the fact, moreover, that the amount of 
cheques and bills cleared at the clearing houses in Tokyo and 
Osaka has remarkably increased during these recent months, 
notwithstanding the fact that during this very time there 
prevailed much business stagnation everywhere, w^e cannot but 
conclude that business transactions on credit have come to 
prevail more widely and freely than before. 

The beneficial result of the Coinage Reform is seen in an- 
other direction. Since now that the capitalists of the gold 
standard countries have become assured that they will no 
longer be in constant danger of sufiering unexpected losses from 
investments made in this country, on account of fluctuations 
in the price of silver, they seem to show a growing tendency 
\ to make such investments at low rates of interest. This ten- 
dency, if encouraged, will doubtless bring about a closer 
connection between this country and the central money markets 
of the world — a state of things which I believe we shall be 
able to see realized, more and more fully, as years go on. 

Tables XLI, XLII, XLIII, XLIV, XLV are herewith 
adjoined for reference concerning this section. 
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TABLE XLIII. 

CHEQUES AND BILLS CLEARED AT THE CLEARING 
HOUSES IN TOKIO AND OSAKA. 



Year 


In Tokio 


In Osaka 


Total 




yen 


yen 


yen 


1898 (26"» year ifei/i) 


148,018,871 


63,600,661 


211,619,532 


1894 (27"» „ „ ) 


186,597,497 


67,648,806 


253,141,803 


1895 (28"» „ „ ) 


289,102,424 


79,654,668 


868,757,092 


1896 (29»'» „ „ ) 


417,425,607 


188,407,834 


555,832,841 


1897 (80"» „ „ ) 


562,890,212 


160,967,475 


713,857,687 


1898 (31«» „ „ ) 


790,248,384 


225,980,828 


1,016,229,212 



TABLE XLIV. 

THE RATE OF INTEREST IN TOKIO 
Based on the report of the Tokio Bankers' association. 



Dates 


Loans on 
Credit 


Loanion 
Security 


Current 
Deposit 


Fixed 
Deposit (for 
six month) 


Fixed 

Deposit (for 

one year) 


1898 (26"» year JtfijvO 


jterceni. 


perceni. 


percent. 


percent. 


percent. 


January 


8.210 


8.217 


8.660 


4.500 


5.000 


February 


8.210 


7.915 


8.676 


4.700 


5.220 


March 


8.210 


7.390 


3.491 


4.545 


5.090 


April 


6.670 


7.350 


2.964 


4.565 


5.045 


May 


6.570 


6.800 


2.600 


4.020 


4.630 


June 


5.840 


6.200 


2.660 


4.000 


4.420 


July 


5.840 


6.400 


2.314 


3.755 


4.656 


August 


5.840 


6.400 


2.6G8 


3.805 


4.850 


September 


6.020 


6.924 


2.560 


3.900 


4.464 


October 


6.570 


7.220 


2.670 


8.840 


4.500 


November 


6.985 


7.420 


2.690 


4.010 


4.590 


December 


8.030 


8.060 


2.960 


4.190 


4.690 


1894 (27"» year ifeyVj 












January 


8.780 


8.410 


3.260 


4.650 


5.390 


February 


9.100 


8.560 


3.430 


4.600 


5.250 


March 


8.980 


8.680 


8.890 


4.680 


5.200 


April 


9.100 


8.740 


3.340 


4.670 


5.150 


May 


9.170 


8.750 


3.C40 


4.600 


5.200 


June 


9.640 


9.180 


3.460 


4.770 


5.800 


July 


9.960 


9.710 


3.590 


5.000 


5.510 


August 


10.000 


10.030 


8.750 


5.160 


5.690 


September 


10.150 


10.030 


8.800 


6.090 


5.640 


October 


9.990 


9.870 


3.660 


5.190 


5.720 


November 


10.180 


9.930 


3.680 


5.180 


5.740 


December 


10.270 


9.910 


3.700 


5.200 


5.720 


1895 (28^ year ifei;/!) 












Januarv 


9.740 


9.970 


8.740 


5.180 


5.770 


February 


lO.OGO 


10.000 


3.790 


5.290 


5.790 



THE ADOPTIOS OF THE GOLD STASDARD IN JAPAN, 



Dates 


Cmlil 


Loam on 

e«drtir 


Cumni 
l..,»U 

pn-cnl. 
3.810 


M^ 


I)i'l-«ll<fi.r 


1895(28*)-earjtfeyi) 
March 


9.980 


9.910 


6.840 


per mm. 
6.820 


Aiiril 


1(I.0G0 


10.010 


8.850 


6.310 


6.820 


May 


9.900 


9.aoo 


3.8O0 


5.300 


6.830 


Jana 


10.270 


9.1110 


4.050 


5.390 


15.100 


J Illy 


9.680 


9.880 


8.890 


5.400 


6.950 


August 


9.B40 


9.410 


3.910 


6.470 


6.990 


Sppteinber 
October 


9.850 
0.430 


9.240 
9.0«0 


3.900 
3.080 


5.410 
6.370 


6.020 1 
5.'.'80 


Kovember 


9.400 


9.050 


4.000 


6.400 


6.980, 


December 


l>.420 


9.150 


4.030 


5.4U0 


cwo 


189S|20'^venrJfeyi) 
January 
February 
March 


9.580 
9.U20 
9.080 


9.190 
9.110 
0.000 


4.100 
4.080 
4.140 


6.400 
5.870 
6.430 


1 

6.IW0i 
0.000 j 
5.990 1 


April 
May 


9.570 
9.510 


8.380 
8.870 


4.240 
4.180 


6.390 
6.400 


6.90(1 [ 
6.980 1 


June 


0.530 


8.940 


4.210 


6.450 


0.040 


July 


0.508 


8.943 


4.052 


5.512 


6.950 


August 

September 

October 


0.670 
10.100 
10.510 


9.180 
9.480 
9.820 


4.000 
4.280 
4.310 


6.520 
6.570 
5.C0O 


6.100 
0.130 
6.160 


November 


0.850 


9.820 


4.350 


6.000 


0.190 ! 


December 


10.110 


10.010 


4.270 


6.010 


0.150 1 


1897 (BC year ifcu'O 
Jauuory 
February 
Mar<l. 


10.270 
0.020 
10.550 


10.040 
9.900 
9.670 


4.440 

4.420 
4.160 


6.580 
5.710 
5Ji40 


0.170 
6.210 1 
6.210 j 


April 


9.1)50 


10.000 


4.490 


5.060 


0.210 


Way 


10.270 


10.220 


4.000 


5.920 


6.300 1 


June 


10.2D0 


10.070 


4.440 


6.790 


6.410 


July 


IO.ai!0 


10.200 


4.420 


6.900 


6.490 j 


Aueupt 

September 

Octuber 


10.730 
ICBIO 
10.220 


10.0(10 
10.110 
10.220 


4.750 
4.780 
4.740 


u.oao 

5,»S0 
0.100 


0.510 
O.C20 ' 
0.000 ' 


November 


11.120 


10.1590 


5.1 20 


0.310 


O.S40 [ 


December 


11.010 


11.170 


6.070 


0.250 


0.700 


1898(3l»yeorilfrfji) 
Jnnuary 
February 
Mnrch 


11.680 
11.770 
11.680 


10.910 
11.040 
11.350 


5.320 
5.450 
C.600 


6.620 
6.650 
6.7G0 


0.750 
7.100 
7.270 


April 
May 
June 


11.080 
11.280 
11.680 


11.500 
11.760 
11.680 


6.020 
G.020 
G.020 


6.940 
7.000 
7.050 


7.400 
7.500 
7.250 


July 


11.G80 


11.316 


6.095 


7.070 


7.460 ' 


AugURl 


11.670 


11.401 


0.205 


7.270 


7.490 , 


Sepleiuber 


11.C40 


11.401 


G.132 


7.030 


7.440 1 
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Dates) 



Loans on 
Credit 



1898 (31-* year JlfeOO 

October 

November 

December 
1899(32°\vearJ/e?;7) 

January 

February 



per cntt. 

11.023 
11.852 
10.841 

10.022 
10.830 



Ixtans on 
Swurlty 



percent. 

11.815 
11.133 
10.585 

10.257 
10.038 



Current 
Deposit 



per cent. 
6.169 

6.242 
6.278 

6.006 
r».023 



Flxe«l 

Dep<»«it (for 
six month) 



percent. 

7.130 
6.970 
7.100 

0.980 
6.870 



Fixed 

IXeiKwlt (for 

one year) 

per cent. 

7.470 
7.250 
7.760 

7.500 ; 



-.330 



TABLE XLV. 

THE RATE OF INTEREST IN OSAKA 
Based on the ro]>orts of the Bank of Japan. 



1 

Dates 


Loans on | 
Credit 


IxMins on 
Security 


Cwrrent 1 
Depoalt \ 


Fix«i 
I)eiK>Hit ( for , 
six Uiouth) 1 


Fixed 

DeiiOHit (for 

one year) 


1893 (26«^ year JWevV); 
Januarj' 


jter cent. 

6.985 ; 


iter cent. , 
7.665 


Ji-Yr cent. 

2.555 


2>er cent. 

6.000 


j>er otnt. 
5.200 


February 
March 


7.300 
7.300 


7.665 
7.800 


2.555 1 
2.565 


4.900 1 
6.000 


6.000 
6.200 


April 


6.570 


6.935 


2.555 


6.100 ■ 


6.100 


May 


6.205 


6.110 


1.825 


4.200 


4.800 


June 


4.745 


5.110 


1.460 


4.000 


4.300 


July 


7.300 


5.840 


1.460 


3.000 


4.200 


August 


8.760 


6.935 


1.460 


4.000 


4.200 


September 


8.030 


7.300 


1.633 


3.900 


4.200 


October 


9.855 


6.570 


1.205 


3.900 


4.800 


November 


7.390 


8.030 


1.205 


4.200 


4.400 


December 


9.855 


9.490 


1.204 


4.200 


4.400 


1894 (27«^ year J/ij/;7) 
January 


9.855 


8.760 


1.679 


4.100 


4.400 


February 


9.490 


9.855 


1.679 


4.200 


4.600 


March 


9.490 


9.125 


1.679 


4.400 


4.600 


April 


9.125 


9.125 


1.825 


4.600 


4.800 


May 


10.220 


7.855 


2.190 


4.700 


4.800 


June 


10.585 


10.220 


2.190 


4.500 


4.800 


July 


10.585 


9.125 


2.190 


4.800 


6.000 


August 


10.585 


11.315 


2.190 


5.(H)0 


6.300 


September 
October 


11.815 



11.316 
9.855 


2.920 
2.920 


5.200 
4.800 


6.300 
6.000 


November 


9.125 


10.585 


1 2.920 


4.700 


5.200 


December 


12.410 


12.045 


2.555 


5.200 


6.500 


1895(28»\vearil/eOY) 












January 


10.950 


11.315 


2.920 


6.300 


6.600 


Fel)ruary 


10.220 


10.585 


2.555 


6.100 


6.400 


March 


9.855 


10.220 


2.920 


6.500 


6.600 


April 


9.855 


10.585 


2.920 


6.400 


6.500 


May 


10.585 


10.220 

1 


2.920 


5.100 


5.500 
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Dutes 


IxMins on 


Ix>nns on 


Cnrrent 


TViodit (for 


Fixed 
Dpliosit (for 


18% (28»\vear .¥('/;/) 


1 Cmllt 

per ctnt. 


Si-curity 
jterctHt. 


Deposit 
per ctnt. 


six uiouUi) 
percent. 


one year) 


percent. 


June 


' 10.58O 


11.815 


2.920 


6.600 


6.600 


July 


1(L220 


10.220 


3.285 


5.700 


6.700 


August 


8.7«iO 


8.080 


8.286 


5.600 


6.700 


Soptoinber 


8.896 


9.125 


8.0*)rt 


6.900 


6.900 


October 


8.080 


8.7G0 


8.0«>> 


6.600 


6.800 


NovoMiber 


8.0;i0 


9.125 


8.285 


6.900 


6.900 


Decoinber 


9.855 


10.220 


8.(>>0 


6.800 


6.000 


18%(2<J«\vearJ/'e/;7) 












January 


10.220 


10.220 


3.103 


6.700 


6.900 


February 


10.220 


10.220 


8.108 


6.700 


6.900 


Mareh 


8.7(K) 


9.4'.»0 


8.0GC 


6.900 


6.JK)0 


April 


8.080 


8.7r,0 


8.0«»<> 


6.800 


6.900 


May 


8.395 


8.7t*0 


8.060 


6.'.KX) 


6.900 


June 


8.395 


9.125 


8.CH*,6 


6.800 


6.000 


July 


9.126 


9.855 


9.ot;« 


6.000 


6.900 


August 


11.315 


10.585 


8.06G 


6.700 


6.900 


September 


9.855 


10.950 


8.189 


6.200 


6.200 


October 


11.815 


ll.r»80 


8.285 


6.000 


6.900 


November 


10.950 


ll.r,80 


8.895 


6.900 


6.000 


December 


10.220 


11.315 


3.0GG 


5.800 


6.000 


1897(80»\vear.Yc(;V) 












January 


11.815 


10.585 


3.285 


6.800 


6.200 


February 


11.315 


1(L220 


8.285 


6.000 


6.000 


March 


9.41K) 


9.490 


8.285 


6.200 


6.000 


April 


9.4W) 


10.585 


8.050 


6.800 


5.500 


May 


10.585 


10.220 


3.285 


5.1KX) 


6.100 


June 


10.585 


10.585 


8.650 


6.900 


6.000 


July 


10.220 


10.220 


8.285 


6.000 


6.000 


August 


10.220 


10.585 


8.285 


r*.ooo 


6.000 


September 


10.220 


10.585 


8.285 


6.1H)0 


6.100 


October 


10.220 


10.585 


3.650 


6.900 


6.100 


November 





10.950 


4.015 


6.100 


6.500 


December 





11.315 


4.016 


6.100 


6.600 


1898 (818t year Jl/t'OV) 












January 


10.950 


10.950 


4.015 


6.200 


6.700 


P^cbruary 


10.950 


10.950 


4.015 


6.400 


6.700 


March 


10.950 


10.950 


4.880 


6.600 


6.800 


April 


11.816 


ll.r,80 


4.880 


6.400 


6.900 


May 


11.815 


12.045 


4.380 


6.500 


7.000 


Juno 


11.445 


12.045 


4.745 


6.800 


6.900 


July 


12.045 


11.G80 


4.745 


6.800 


6.900 


August 


10.950 


11.816 


4.745 


7.000 


6.900 


September 


10.220 


10.950 


4.745 


6.800 


6.900 


October 


10.685 


10.950 


4.745 


6.900 


7.000 


November 


10.220 


10.585 


4.745 


6.900 


7.000 


December 


11.315 


10.220 


4.745 


6.900 


7.000 


1899(82«'»yearJtfeOV) 












January 





9.855 


4.380 


6.700 


6.900 


February 





9.125 


7.300 


6.700 


6.800 
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SECTION II. 

Effects of the coinaere reform on the foreign 
trsrde of the country. 

So far as our trade with gold standard countries is con- 
cerned, our adoption of the gold standard which made us use 
the same standard of value as those countries has proved to be 
a source of great benefit. This may be inferred from the fact 
that changes which have since taken place in the rate of 
foreign exchange have been but very slight, and these all 
traceable to changes in the condition of the foreign trade of 
the country, and not at all traceable as formerly to sudden 
changes in the price of silver. For this reason, there was 
eliminated from our foreign trade much of that speculative 
element which was caused by constant changes in the value of 
our currency ; so that the way was at last opened for the steady 
and natural development of the foreign trade of the country. 
Again concerning our commerce with silver standard countries, 
contrary to the gloomy prospects indulged in by some critics, 
our trade with those countries has not ceased to make a steady 
growth, and this in the face of certain events occurring in the 
interior of China, our greatest customer among the silver 
countries, — events, such as natural calamities and distur- 
bances which have greatly hindered the commercial activity 
of that country. Let me refer, herewith, to a report of the 
Higher Commission on Agriculture, Commerce and Industry, 
which was drawn up in October, 1898, in response to the 
inquiry made by the Minister for Agriculture and Commerce, 
concerning the effect of the Coinage Reform on the foreign 
trade of the country. The report runs as follows : — 



** In replying to the question put before the present commission, we 
believe it is well to say a few words in regard to the circumstances under 
which the recent coinage reform was effected. There is no doubt that, 
in the case of any country, the most important question to be considered 
in connection with a coinage reform to be effected, would be as to the 
effect of that reform on the price of commodities at home, and on the 

24 
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responsibility and liability in cases of monetary contracts, and that the 
questions connected with the effect on the foreign trade of the country 
must be looked upon as of lesser importance. Now considered in rela- 
tion to the effect of the coinage reform on the prices of commodities and on 
the responsibility and liability connected with monetary contracts^ we 
believe that the reform was undertaken at a most favourable moment. 
There were other causes, too, which made the reform easier. First among 
these causes may be mentioned the fact that though our country had 
adopted a gold standard once before, soon after the Restoration, it became 
changed into a bi-metallic system, so that while there were always 
gold coins in existence in the country, they were not used in the daily 
transactions of the jieople. And later, when a de facto silver standard 
came to prevail, even then silver coin was scarcely used in daily trans- 
actions, but the convertible note representing that coin, the latter being 
merely kept in the Bank of Japan as the conversion reserve. The 
second fact to be noted is the smallness of the native output of gold and 
silver. The quantity of these metals produced in the country is so small 
that Japan can scarcely be called a gold or silver producing country. 
The third cause is the fact that both gold and silver coins as well as bul- 
lion of these metals found in the country were nearly all absorbed by the 
Bank of Japan, and'but very little was found among the people in general. 
Then, fourthly and lastly, there was but very little foreign capital 
» directly invested in industrial and commercial enterprises in the country. 
All these causes combined to make the conditions prevailing in Japan 
very different from those in America or India, and made it very much 
easier to carry into effect the plan of coinage reform. 

Another fortunate thing was the fact that the price of silver, which 
had shown a growing tendency to depreciate, remained almost stationary 
at the time the reform was being effected; and since the price of 
silver whiqh prevailed at the time made our old one-yen gold coin about 
equal to two yen silver, the Government was enabled in establishing the 
new system to fix upon the weight of our new coin at one half the weight 
of the old coin. For this reason although the standard of our coinage 
was changed from silver into gold, yet the value of our standard coinage 
remained almost unchanged. These favourable circumstances together 
enabled our country to accomplish the reform without disturbing the 
prices of commodities or the responsibility and liability in cases of mone- 
tary constracts, thus to avoid evils most dreaded in foreign countries. We 
must, therefore, aflSrm that our coinage reform was successful in accom- 
plishing the most important object it had in view. What, then, has been 
its effect on the foreign trade of the country ? There is no doubt of 
course that this is a very important question. In trying to answer it, we 
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must remember that all the countries of the world to-day, except a very 
few, have now adopted the gold standard and the volume of our trade with 
the gold standard countries amounts to two thirds of the entire volume 
of our foreign trade, while the amount of our trade with the silver 
standard countries comprise but about one third. And since it is clear 
that we have benefited greatly through our reform in our trade with the 
gold standard countries, we must conclude that the effect of our recent 
reform on the foreign trade of the countrj' has been on the whole wholesome 
and beneficial. We are not indeed entirely free from the danger that, in 
comjxjting with the silver standard countries in the market of the gold 
standard countries, we may sometimes be temporarily placed at a disad- 
vantage owing to changes in the ratio between gold and silver. Yet it is 
a fortunate thing that, in regard to silk which is om* most important pro- 
duct, there is scarcely any such danger, since the silk that our own has to 
compete with is not the Chinese silk but the Italian silk, — the former 
meeting different customers from ours. Some would indeed attribute the 
dull state of commerce with China since last vear to the effect of our 
coinage reform, but such critics perhaps do not understand the real state 
of affairs in regard to our commerce with China. We need hardly say 
that the growth or decrease of our exports to any foreign countrj- 
depends very largely on the economic condition of that country. Owing 
to financial derangements coasequent upon her war with our country, as 
well as to the failure of crops and of silk culture, China was in no condi- 
tion to buy much from us, so that not alone in her import trade with this 
country in cotton yarn, etc., but also in her trade with other countries as 
well, she has not shown much activity. For this reason, the specie which 
was received in payment for the exports was absorbed into the interior of 
that country and never came out. This produced a great scarcity of 
currency in Shanghai, Hongkong, &c., raising the rate of interest to 20 
or 30 per cent, per annum. For this reason, and from the fact that the 
exports of some articles, like matches and coal, which are in great demand 
throughout the Far East, have not decreased at all, we may safely infer 
that as soon as the business condition of China improves our export of 
cotton yarn into that country will increase, as also indeed the exports of 
other articles. Again, some critics would regard the reduction in the 
market price of our cotton yarn from 100 yen or thereabout of last year to 
75 yen or thereabout of this year as due to the influence of our coinage 
reform. This opinion, again, seems to rest upon ignorance of the facts. 
For it must be remembered that the last year's cotton crop of America was 
very abundant, so that the price of raw cotton fell from 22 or 23 yen to 15 
or 16 yai, i. e. by about 20 to 30 fjer cent. When a raw material becomes 
reduced in price, the article manufactured from it will as a matter of course 
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also be reduceil in price. There was perhaps anotlier cause for the redug- 
tion in the price of our cotton yarn; namely, its over-production and over- 
supply in the market, owing to the greatly inereas<Hl number of spindles 
which were set up. In fact, India seems to be similarly suffering on ac- 
count of the difficulty of selling its cotton yarn and the consequent fall in 
the price. And when we remember that the currency system of India is 
not a silver standani, but one which mav most fitlv be called an 
artifically-constructed gold standard, there does not seem to be any cause 
for alarm on account of our change of currency from the Indian 
competition in the protluction of cotton yarn. 

Such then being the case, we believe that the beneficial effect of our 
coinage reform on our foreign trade has already been great, and we do not 
notice any material evil in connection with it. Besides, our adoption 
of the gold standard has made it easier for our country to enter into the 
economic community of the world at large, so that henceforth it will 
become practicable for us to invite capital from other countries where it 
is plentiful to be invested in our country. This will doubtless be another 
of the benefits conferred upon the country by our coinage reform. We 
conclude, therefore, that the effect of the coinage reform upon our foreign 
trade has been beneficial, without a trace of evil, so that there does not 
seem to be any need for adopting measures for the warding off of possible 
evils. 

Table XLVI and XLVII are herewith adjoined for refer- 
ence concerning this section. 
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TABLE XLVL 
SHOWING THE RATES OF FOREIGN EXCHANGE. 



U.l« 


On V ""- 


un ' 






...^■«. 0. 




Undon 1 ^^^ 


abingbml 1 


._ 


I.oadoD 


a^;l 


»..« 










1893(26»Jtffi,-i( 


i. (. 


IdU i 


1896(2D"'3fcytl 


d. 


». (^ ' 


January 


32.72tC; 6C.2T27 


71.5000 


February 


26.0885 


63.1719 . 71.5000 


Febnmry 


33.T288 66.45«5 


71.50001 


March 


26.0925 


54.25001 'l-MW 


March 


82.0048 60.0006 


71.8178 ' 


April 


20.6450 


63.6750! 72.2500 


April 


82.4003 65^125 


72.8125 ' 


Mnv 


20.0250 


54.0000 1 72.4520 


May 


32.4444 65.8869 


71.9722 


June 


20.0894 


54.0192 i 72.7500 


June 


31.9688 01.93T6 


71.8077 ' 


July 


20.5949 


68.8790 72.7500 


July 


29.0851 ■ G0.285C 


71.9135 


August 


25.9952 


62.4952 : 72.6085 


AagDBl 


29.4792 00.0609 


71.7037 i 


September 


25.3026 


50.9160 ' 72.2850 


September 


29.1425 j 59.0750 


71.9000 


October 


25.1971 


50.8990 j 71.7981 


October 


29.0950 ' 58.3360 


72.24601 


November 


25.5272 


51.58421 72.0652 


November 


28.1198 60.5521 


72.4068 




25.0505 


51.84041 72.2361 


December 


27.8054 55.8200 


72.0000 


1897(aO"ilf<!yi- 






l8Ul2V^Meifll 




January : 25.4631 


51.2046 72.2955 


January 


27.0881 1 54.1701 ' 71.0773 


Febnittiy ': 25.3308 


61.1906' 72.3333 


February 


25.4401 50.8078 71.8750 


starch : 24.6082 


49.9423 72.6250 


March 


28.7650' 48.8400 71.7900 


.April [ 24.3495 


49.8657 72.9616 


April 


24.7814 j 60.3490 72.2708 


May 23.0849 


48.0010 1 73.0000 


May 


35.0208 ' 60.7781 72.G802 


Jane . 23.8990 


48.4808 


73.3200 


June 


24.9087 1 60.»i7S 72.7500 


July , 23.9218 


48.46tI7 


75.0583 


July 


24.0548 50.0587 72.8209 


August ' 34.0625 


4S.668S 


82.0268 


August 


25.4977 61.7130 78.2500 


September 


24.1950 


48^900 


83.2361 




20.1125 62.72r.O, 73.2500 


October 


24.8225 


49.0350 


77.2360 


October 


25.5U01 61.0538 i 73.2500 


Noveml>er 


24.2940 


48.9541 


76.4700 


November 


24.8125 1 60.0521 , 72J)0S0 


December 


24.8125 


48.8760 


74.6260 




23.8558 48.1731 


72.1440 


1898(81"jlfcu'i 








1895[28"^e0''1 






January 


24.2983 


48.8920 


76.3080 


Jonustj 


28J1125 47.1250 


71.9375 


February 


24.2500 


48.8750 


78.5980 


February 


28.3162 , 47.2170 


71.6090 


March 


24.2292 


48.9220 


80.0200 


March 


23.8566 j 48.2150 


71.5000 


April 


24.1011 


48.8221 


79.7980 


April 


25.6050 1 61.7600' 71.5000 


May 


24.2380 


48.9530 ' 80.8865 


May 


25Ji528 02.1030 j 71.1540 


June 24.3125 


40.2115 ' 80.1150 


jDnx 


25.6600 1 61.7900 1 71.1200 


July , 24.8125 


49.2500 ; 78.3050 


July 


25.6050 61.9080 


71M84 


August 


24.8125 


49.2500 1 77.8055 


August 


25.8204 1 62.4027 


71.4629 


September 


24.3025 


40.2500 > 75^000 


September 


20.1927 1 53.1S54 


71.5000 


October 


24.3080 


49.2856 ■ 75.4615 


October 


20.5120 68.7740 


71.7210 


November 


24.3125 


49.2500 ! 74.8229 


November 


2C.28I2' 58.3125 


71.8760 


December 


24.4259 


49.4490 74.5185 


December 


25.4279 61.7115 


71.6000 ! 


ISdm^Sfeiji 






189C(29*jtf-nj'0 




1 


January 1 24.7857 


49.86791 75Ji464 


January 


25.5285 52.0455; 71.5000! 


February- 24.8071 


49.9070 70.1630 



Tlie rales given in the preteni table ore the average monthly rotes for sight 
drafts drawn at Yokohama on the places named ; the figures are based on the reports 
of the Yokohama S[>ecie Bank. 
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SECTION III. 

The effect of our coinage reform upon the financial 

condition of our country. 

Since our Coinage Reform enabled us to avoid all the evil 
effects of fluctuations in the price of silver, we stand now no 
longer, as was formerly the case, under the necessity of making 
plans for financial matters with the currency constantly chang- 
ing in value, and sometimes suffering unexpected losses and 
evils in times when those fluctuations are unusually violent. 
All those fears of miscalculation and losses have now become 
things of the past. Most particularly in the last few years 
when the national expenditures for things bought abroad, such 
as war-ships, &c., have greatly increased in amount, we have 
doubtless been able to avoid, on account of our coinage reform, 
great losses on the part of the National Treasury. Besides 
since our adoption of the gold standard, our' Government bonds 
have been sold in no small amount in the European market, 
30 that their names appear regularly in the price list of the 
London Stock Exchange. This fact at once converted our 
bonds into an international commodity, and will no doubt 
lead to a closer relationship between our home and the foreign 
money markets. 

For reference concerning the present section the following 
tables, XLVIII, XLIX, L, are herewith adjoined. 



CHAPTER XII. SECrlOS III. 



TABLE XLVin. 

ACCOUNT OF THE PAl'MENTS MADE ABROAD WITH THE INDEMNITY 
FUND, FOB THE DIFFERENT DEPARTMENTS OF THE GOVERN- 
MENT, AFTER THE GOLD STADABD SYSTEM WENT 
INTO ACTUAL OPERATION. 




TABLE XLIX. 

MARKET PRICES IN LONDON OF THE JAPANESE MILITARY 

LOAN BONDS (PAYMENT GUARANTEED TO BE MADE 

IN ENGLISH MONEY AT THE RATE OF 

24 Vi d. PER 1 YEN) 



Dates 


Average Prices 


Dates 


Average Prices 


1898 (81« year Meljl) 


£. *■ d. 


1898 (31" year JVeyi') 


£. .. d. 


Mnrch 


108.02.01.0000 


November 


105.12.01.2600 


April 


102.14.05.1260 


Deceiiiber 


104.10.01.8760 


May 


104.18.11.8125 


Average 


104.14.10.1026 


Jane 


104.07.07.2600 


1809 (82" Tear Jfe^jVl 




July 


101.15.01.8750 


January 


105J)1.07.6876 


August 


106J)6.O0.1250 


Febniarj- 


10iU)7.0l.9376 


September 


lOe.04.07.8126 


Marob 


106.16.07.2600 


October 


100.^.04.0000 


Average 


106.01.09.6260 
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TABLE L. 

MARKET PRICES IX I.OXDOX OF THE JAPAXESE 
COXSOLIDATED LOAX BOXDS. 



Datrs 


Averag«' Prices 


Date.s 




Average Prices 


1890 r2U'^ yrnr .Vciji) 


£,. t. d. 


1898 (81" year 


Mciji) 


£. «. d. 


July 


lll.oO.(X) 


Januarv 




0. 


Auji^usi 


110.95.80 


February 




0. 

1 


Si'ptcMiiber 


108.93.75 


March 




0. 


Octitl)or 


105.95.00 


April 




92.00.00 


Xov<'inljor 


105.87.50 


May 




92.00.00 


December 


104.95.83 


June 




98.00.00 


Avernge 


108.02.98 


Julv 

• 




9ti.00.00 


1807 {?>()'^ year Metji) 




August 




90.00.00 


January 

• 


104.50.00 


Sei>tomber 




96.00.00 


Fel.jruary 


105.43.75 


October 




9C.00.00 


Mareh 


105.50.00 


Xovember 




90.00.00 


April 


105.12.50 


December 




96.00.00 


Mav 

• 


103.31.25 


Average 




94.77.77 


June 


101.80.00 


1899 (32*"* year 


yfciji) 




July 


98.50.00 


January 




96.00.00 


Auijfust 


95.87.50 


February 




96.00.00 


Septemher 


98.10.00 \ 


March 




96.00.00 


1 

October 


99.25.00 


Averajre 




96.00.00 


Xovember 


99.50.00 








December 


97.0O.(X) 








Average 


101.15.83 
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CHAPTER Xni. 

THE MONETABT STSTEM OF FORMOSA. 



SECTIOX I. 

The Currency in use in Formosa about the time that 

island was ceded to Japan. 

In regard to the monetary condition of Formosa before that 
island became a part of the Empire, the Government of For- 
mosa [Tai-xvati Sotoku-Fu) has had investigations conducted, 
the results of which being condensed are as follows : — 

The standard currency of Formosa before that island was ceded to 
Japan was copper, as in the rest of tlic Chinese Empire; gold and 
silver being only used in cases of transactions on certain particular 
commodities, taking the position of a subsidiary currency. Of the 
officially issued copper coins there were two kinds; one was called 
Yamj'chieny the other Chi-chien. The former was a model coin, issued 
by the Peking Government not for use in ordinary transactions but 
for use in a time of war, which was however held up ordinarily as 
the standard for the coins issued in the provinces. The weight of 
this coin was 1 kin (160 Japanese Diomme) for 100 pieces, while the 
weight of the Chi-chiai was three quarters of that of the Yang^chicn or 
120 Japanese momme. In regard to quality, the model coin or Yang-chien 
consisted of 60 parts of copper and 40 parts of lead, while Chi-chien con- 
sisted of 54 parts of copper and 46 parts of lead. In reality, however, 
the copper coins in current use were by no means uniform. They differed 
in width and size according to the age in which they were coined. But in 
ordinary transactions no distinction was made on account of these dif- 
ferences, any one of these coins Ixjing called vion and 1000 pieces of them 
being called chao or string. The three kinds of copper coins, called 
Kang-hsi, Yang-cheng, Shunchi were large in size and whitish-yellow in 
colour. Another coin in three varieties — Chien-lung, Tao-kuang, Chia- 
ching — was small in size and thick in width, inferior in quality and 
mean-looking in colour. These six were popularly known as the pai- 
chien or the large w/i. Besides these, were the coins of the Min dynasty 
(1368 — 1668 A.D.) and the Tai-pin-tong-pao which were issued by the 
Tai'pin rebels (1850 — 1864). In addition to the coins already mentioned 
was the Japanese copper coin, Kwan-ci-f^uho. These latter kinds 
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were popularly known as tlie Hong-chien, Then again there were Sha- 
hi, Fong-piy Yii-yen, Hoi-pan, — all privately issued coins — popularly 
known as the small sen, also passed for one num. In public payments for 
taxes and other dues, only the first kind (called the white or large sen) 
were allowed ; other kinds being not accepted. In Formosa, there used 
to be at one time a great quantity of the privately issued coins (called the 
small sen), so that it was feared that these illegal coins might come to be 
exclusively used in the island. For this reason in the 16th year of 
Kwangsu (1890), stringent orders were issued prohibiting the circulation 
of privately issued coins. As the result of this policy the circulation of 
illegal coins almost entirely ceased, so that the legal coins finally came to 
be almost exclusively used in the island. Besides these copper coins 
there were in use in Formosa the four kinds of silver coins — the Mexi- 
can, the Hongkong, the Canton and the Taboan (or Formosa) dollars. 
Of the latter two kinds only a small number has ever been in circulation, 
but the former two kinds have been more abundant and widely circulated. 
These two kinds seemed to be in about equal numbers up till ten years 
ago, but since then there arose a tendency among business men to turn 
the Hongkong dollar into the Yuen-pao or the horse-shoe shaped silver 
bullion, on account of the profitableness of doing so and it became nearly 
all absorbed in this way. Finally the Mexican alone remained in large 
numbers and is now the almost exclusively circulated silver dollar. But 
the people of Formosa used to look upon the silver coin more as bullion 
than as a regular coin, from fear of counterfeits being found among these 
coins. For this reason in order to certify the genuine ones they put 
stamp marks on them, by which the weight of these coins was slightly 
reduced. When these marked ones gained an assured circulation, then 
they began to purposely disfigure them in order to rob them of a small 
portion. In process of time the coins would became so disfigured with 
stamps, holes, &c., that they would be treated as mere bullion, valued in 
proportion to their weight, their weight being tested at each transac- 
tion and compared with perfect pieces. In common practice, seven 
momme of such disfigured dollars were counted for 1000 copper coins, 
larger or smaller amounts being calculated according to this ratio. 

The small silver coins circulated in Formosa consisted of Hongkong 
and Canton coins, there being besides a small quantity of Tai-wan (For- 
mosa) coins. It was about the 18th or the 19th year of Kangsu (1892 
or 1893) that these small coins were first minted in Formosa — there being 
three kinds of these, 2 chiao, 1 chiao and 5 Hen issued from the Mint in 
Tai'hoku. The Mint, however, stopped coining at the outbreak of the 
China-Japan war, and the total amount of these coins has never been 
very large. Besides, their quality was often inferior and unreliable owing 
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probably to negligent superintendence at the time of minting. There 
were no other small silver coins in circulation in the island. 

From the above it will be seen that there was no established 
monetary system in Formosa, and that while its currency con- 
sisted of copper and silver coins, the latter were passed more as 
bullion. The monetary condition of the island was in fact ex- 
ceedingly chaotic and primitive. 

When Formosa became a part of the Empire, the Govern- 
ment supplied the silver one-yen and subsidiary coins as well 
as the convertible notes of the Bank of Japan for disburse- 
ments in that island, and with the object of unifying the cur- 
rency throughout the Empire made it a rule to decline to 
receive stamped one-yen silver in public payments. Since the 
one-yen silver coins now supplied to the islanders were not only 
sterling in quality but also much finer in appearance than the 
old mutilated ones, the people were at once eager to receive and 
circulate them. But with regard to the convertible notes, the 
people of this island being yet unused to handling credit notes 
showed no little dislike for them demanding a discount on them, 
so that in some cases a difference of more than 20 per cent, was 
seen in the exchange of paper with silver. The Government, 
therefore, took steps, with the view to maintaining the credit of 
these notes, to have them exchanged for silver coins by the 
officials of the Exchequer Office, and, later, ordered the Bank 
of Japan to open offices where these notes might be exchanged 
on demand. The notes now gradually gained credit and their 
circulation was much extended. For these reasons, although 
the Government did not enforce legally by Imperial ordinance 
the existing monetary regulations of the home land, the new 
order of things in the island ^is far as the monetary system was 
concerned became practically uniform with the system at home. 
The amount of one yen silver coin and of the convertible notes 
in circulation in the island is, however, not yet large enough 
to meet all the demands of the people, so that no small amount 
of the old crude currency is still in circulation among the 
people at large. 
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SECTION II. 

The Coinagre Law of 1897 and the currency 

system of Formosa. 

The monetary condition of Formosa before the adoption of 
the gold standard by our country was as has been described in 
the preceding section. With the promulgation of the Coinage 
Law of 1897 (Law XVI of the 30th year of 3feiji) and its 
going into effect in October of that year, a grave question at 
once arose concerning the policy to be pursued by the Govern- 
ment in regard to the coinage system of Formosa. Previous, 
however, to the coinage reform at home, on the 28th day of 
January, 1897, the entire business connected with the currency 
administration as well as the banking administration of For- 
mosa had been placed in charge of the Minister of Finance, by 
Imperial Ordinance No. IX of 1897. The ordinance runs as 
follows : — 

Imperial Ordinance No. IX, oftlie 28th day of January 
of the 30th year of Meiji {1897). 

The currency and banking administration of Formosa shall be placed 
in charge of the Minister of State for Finance. In all matters concern- 
ing the said administration the Governor-General of Formosa shall act 
under the supervision of the Minister of State for Finance. 

In accordance with the foregoing ordinance, the Minister of 
Finance, Count Matsukata, decided to take up, in respect to the 
currency system of Formosa, the following lines of policy : — 
I. To enforce the gold standard system in Formosa. 
11. To use silver as far as possible in actual monetary 
transactions. 

III. To permit the existence of a market rate of exchange 
between gold and silver, in cases of large monetary 
transactions. 

IV. To permit for the time being the use of silver bullion 
in public payments to the Government. 

The Minister of Finance now believing it advisable to put 
a Government mark on the retired one-yen silver coin and 
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place it in circulation in Formosa, presented on the 22nd day of 
September, 1898, the following memorandum to the Cabinet : — 

While it shall be our aim to make in some future time the currency 
system of Formosa uniform with that at home, it is believed to be advisa- 
ble, in view of the present condition of things there, to leave for the time 
being the currency system of the island unchanged from what it has been 
in the past. For this reason, it ls now proposed to put in circulation in 
Formosa the one-j^en silver coin which will be retired after October 1st, 
this year, by stamping it with a Government mark, and allow its use at a 
current valuation in all public payments to the Government, and at the 
same time to prohibit the use of foreign coins, and other coins with 
private stamp marks on them, which have been hitherto permitted to be 
used in public payments to the Government. These measures are now 
proposed with the object of unifying the currency of the island. With 
these explanations, I hereby submit to the Cabinet Council the draft of 
the Imperial Ordinance concerning the above mentioned measure. 

The measure advocated as ^vell as the draft mentioned in 
the preceding memorandum were approved by the Cabinet 
and accordingly on the 20th day of October 1897, the follow- 
ing Imperial Ordinance was issued : — 

Imperial Ordhmncc No. CCCLXXIV of ihe 20ih day 
of October of the 30th year of Mciji {1897). 

Art. I. The one-yc^i silver coin, with a Government stamp mark 
on it, may be used in Formosa for payment either to or by the 
Government. The payment by the Government shall only be 
made with the consent of the payee. 

Art. II. The Government stamp mark mentioned in the preceding 
article shall be placed on the face of the retired one-j/m silver 
coin, in the form as shown below : — 

(^ . . . . 1 iu and 5 rin in diameter. 

Art. III. All foreign coins or the coins with private stamp marks 
on them, shall not be used hereafter in public payments. 

This article shall not apply to the cases of payments to the 
Government, where a special arrangement has already been 
made for making those payments in foreign coins. 

Concerning the current valuation at which the above men- 
tioned stamped silver yen was to be passed, it was decided to 
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base it on the market rate of exchange in Hongkong, and in 
November, 1897, the following notification was issued by the 
Governor-General in Council of Formosa : — 



Notification No. LXVII^ of the Governor- General of Formosa 

in Council, issued on the l^Jlh day of November 

of the 30th year of Meiji {1897). 

The one-yen silver coins with the stamp mark of the Government 
which may be used in all monetary transactions according to Imperial 
Ordinance No. CCCLXXIV of October of the 30th year of Meiji, shall 
be used for the time being at the rate of 1037 pieces of the silver one-yen 
for 1000 yen gold. 

It was, however, soon found inconvenient in making 
calculations to fix the valuation of the stamped one-yen silver 
coin in terms of number of pieces, and to obviate that 
inconvenience, an amendment was introduced in the foregoing 
notification in November, 1897, by Notification No. LXX 
of the Governor-General in Council of Formosa, as follows : — 

Notification No. LXX, of the Governor-General of Formosa 

in Council, on the 5th day of December of the 

30th year of Meiji {1897), 

The last clause in Notification No. LXVII of November 30th year 
of Meiji, — " at the rate of 1037 pieces of the silver one-yen for 1000 
yen gold " — shall be changed so as to read as follows : — 

" at the value of 96 sen and 4 rin a piece." 

Since, however, the stamped one-yen silver coin was not 
legal tender, it was impossible to use it in making payment by 
the Grovernment without the consent of the payee and for this 
reason it was found difficult to extend its circulation as widely 
as desired. On this account, with a view to open the way for 
extending its circulation the following notification (No. VI of 
January, 31st year of Meiji) was issued by the Governor- 
General of Formosa in Council : — 
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Notification No, VI issued by the Governor- General of Formosa 

in Council on the 27th day oj January of the 

31st year of Meiji \l898). 

Persons desirous of getting the convertible bank notes exchanged for 
one-yen silver coins having the Government Stamp mark may apply for 
exchange at the Government Treasury. The Treasury may, however, 
decline to make exchange if the sufficient amount of the said one-yen 
silver coin is not at hand. 

As has been narrated in Section IV, Chapter V, the one-yen. 
silver coin was prohibited to circulate after the 1st day of 
April, 1898, by Imperial Ordinance No. CCCXXXVIII, of 
October of the 30th year of Meyi. Now although the said 
Ordinance did not apply directly to Formosa, yet the effect of 
it would make it impossible for the Government Treasury to 
receive the one-i/en silver coin in payment for taxes and other 
public dues. In order to make the above mentioned point 
clear, there was issued a notification by the Governor-General 
in Council of Formosa — Notification No. LXVIII, of Novem- 
ber of the 30th year of Jfeiji — as follows : — 

Notification No, LXVIII issued by the Governor-General • 
of Formosa in Council on the 21st day of November 
of the 30th year of Meiji {1897), 

The one-yen silver coin will not be accepted in payment for taxes 
and other public dues after the 1st day of April of 31st year of Meiji. 
The notification, however, shall not apply to the one-yen silver coin 
which has been stampe<l by the Government. 

It was ascertained, however, that, while the one-yen silver 
coin was quite extensively circulated throughout Formosa, the 
sphere of circulation of the stamped ones and of the convertible 
bank notes was narrow and limited. For this reason it was 
feared that much difficulty w^ould be experienced in the pay- 
ment of tiixes and other public dues, in case, according to the 
foregoing notification, the unstamped one-yen silver coin was 
no longer to be received. Accordingly the said notification was 
revised by notification No. XVIII issued by the Governor- 
General of Formosa in Council in March of the 31st year of 
Meiji, which ran as follows : — 

25 



386 THE ADOPTION OF THE GOLD STANDARD IN JAPAN. 

Notification No. XVIII isaued by the Govetmor- General 

of Formosa in Council in the loth day of March 

of the 31st year of Meiji {1898). 

While the public was notified before coneernirg the limit of time of 
the circulation of the one-yen silver coin, i. e. bv Notification No. 
LXVIII of November, 30th year of Meiji^ it is hereby further stated 
that for the time being the one-yen silver coin will be received in 
payment of taxes and other public dues. 

Previous to this, after Count Inouye became the Minister of 
Finance, he liad researches conducted concerning the currency 
of Formosa and as a result of those researches he presented 
the follow^ing memorandum to the Cabinet : — 

While it has been the aim of the Government in the currency ad- 
ministration of Formosa to make the same system in vogue in Formosa 
at some future time as at home : and while as a step toward that object 
it was decided to allow the use of the stamped one-yen silver coin in all 
monetary transactions, — that policy being set forth in Imperial Ordi- 
nance No. CCCLXXIV of last year, — yet on inquiry as to the practical 
working of that policy, it has been ascertained that the stamped one-yen 
coin was disliked not only by the people of Formosa, but also by 
people in Amoy, Hongkong, &c., whose commercial relations with the 
people of Formosa are naturally very close ; in these latter places, the 
said coin being not used as coin at all. Owing to this circumstance, a 
great inconvenience is being now experienced in commercial transactions. 
If, however, the draft of law, already presented to the Cabinet Council, 
shortening the period allowed for the exchange of the one-yen silver 
for gold coin by making it expire on July 31st, should come to be 
promulgated as law, the Government would become freed after that 
date from the obligation to exchange the silver yen for gold coin, so 
that it would seem that from that time on the undefaced silver yen 
might safely be allowed to circulate and be used without any limitation 
whatever in Formosa. This would not only benefit the people of For- 
mosa, but also the commercial transactions between Formosa and the 
cities on the mainland, such as Amoy, Hongkong, &c, I beg therefore 
to present to the Cabinet Council the following scheme concerning the 
currency of Formosa : — 

I. To allow for the time being the unlimited circulation of the 
uninjured one-ye?i silver coin. 
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II. The ratio between the one-yen silver coin mentioned in the 
preceding paragraph and tlie gohl coin shall be officially de- 
termined, being based on the current ratio between silver and 
gold. 

The current ratio shall be made out every six months, by 
taking the average of the prevailing price of silver in Shanghai, 
Hongkong, Formosa, &c,, for tlie past six months. When 
there are great fluctuations in the price of silver, the current 
ratio may be revised any time, and the official ratio between 
the uninjured one-yen silver and the gold cjin changed accord- 
ingly. 

III. The Mexican dollar and other foreign silver coins, as well as 
silver coins stamped privately shall not be accepted by the 
Government for public payments. 

IV. The uninjureil one-yen silver coins shall be allowed to circulate 
with the expiration of the period allowed for their exchange (the 
drafts of the Bill for shortening the said period has already been 
presented tj the Cabinet Council). So long as the said period 
lasts the existing policy shall be pursued. 

V. The one-yen trilver c:)in with the Government stamp mark shall 
not be paid out by the Government, after the uninjured onc-yt*n 
silver coin is allowed to circulate ; though it will be accepted by 
the Government at the current rate of valuation for payments 
made to it. 

In the Cabinet Council, the policy sketched in the fore- 
going memorandum was revised on a single point, i. e. in 
regard to the method of making out the current ratio, but 
otherw^ise adopted. The revised paragraph reads as follows : — 

II. The ratio between the one-yen silver coin mentioned in the 

preceding paragraph and the gold coin shall be officially deter- 

minal, being ba^ed on the current ratio between silver and gold. 

The current ratio shall be made out once in every four 

months, by finding out the average price of silver in Shanghai, 

Hongkong, Formosa, &c., during the previous four months. 

In accordance with the policy now adopted by the Govern- 
ment, Ordinance No. XIX of the Governor-General of 
Formosa in Council was issued on the 30th of July, 1898 (31st 
year of Meiji), as follows : — 
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Ordinaiv'c Xo. XIX, i^Hucfl by the Govenior-Gcneral 

of Fonnom in Council^ on the 30 h day of 

July of the 31st year of MeIJi {1S98). 

The one-yen silver coin may be circulated in Forraosx at current 
valuation, witliout any limitations whatever. The current valuation 
shall be fixed and notified bv tlie Governor-General. 

The prc-ent Order .shall go into effect on the 1st day of August, 
31st year of MeIji 

On the same day DOtifications were also issued, as follows : — 

Xotifratton Xo, XL VI 1 1 issued by the Governor- General 

of Formom in CoiineU, 07i the 30!h day of July 

of the 31d year of Meiji (JS9S). 

The value of one-yen silver coin which is allowed circulate according 
to Ordinance XIX of the 3Lst vear of Meiji is herebv fixed at 92 nen 
per one-yen. 

Xotifeation Xo, XLIX issued by the Governor- General 

of Formosa in Council on the 30!h day of 

July of the 31st year of Meiji {1S9S). 

The value of one-yen silver coin with the stamp mark of the 
Government, which may be either leceived or disbursed for payments 
according to Imperial Ordinance No. CCCLXXIV of October of the 
30th year of Meiji shall be revised after August 1st, 31st year of 
Meiji, being fixed at D2 sen. 

Ao;ain further notifications were issued on the 2Gth dav of 
November, 1898, which have remained in force till March of 
the present year. 

Xofijication Xo. LXXXVII issued by the Governor- Gaieral 

of Formosa in Council in the ^6th day of Xovember 

of the 31st year of Meiji {1898). 

The value of the one-yen silver coin which is in circulation in accor- 
dance with Ordinance XIX of the 31st year of Meiji shall be revised 
after December 1st, 31jrt year of Meiji, being ^xel at 91 sax. 
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Xotifcaiion Xo. LXXXVIII issued by the Govenwr- General 

of Formom in Council on the 26th day of November 

of the 31st year of Meiji {1898), 

The value of onc-r/cn silver coin with the stamp mark of the Govern- 
ment, which may be either received or di«^burhed for payments according 
to Imperial Ordinance No. CCCLXXIV of October of the 30th year 
of Meiji, shall be revised after December 1st, 31st year of Meiji, being 
fixed at 94 sen. 
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